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NOTES OF THE MONTH 


Tue Stock Exchange, with. its usual acumen, is very largely aban- 
doning the bonus system of remunerating clerks in favour of a 


definite percentage of profits, to be divided according to position, length + i 
. Of service, etc. According to the Financial Times, during the long spell 


of market activity it has been found that the clerical staff work with 

‘added vigour, knowing that they have a concrete share (however small) 

` in each -bargain instead of a problematical bonus at uncertain intervals. 
+ i * * 

The Income Tax Conimission recommend in its report that the 
dividends of co-operative societies, wholesale and retail, shall be brought 
within the scope of the tax. At present these dividends are not liable 
to Income Tax, and -the removal of the kamay will doubtless prove 
a bone of contention. -7 i 

a ae -4 ae * 

Some time ago a large steel works in the North persuaded their men 
to.agree to being paid a bonus on output. The result was, says the 
Evening News, that the weekly output began to go up by leaps and bounds, 
as did the wages bill, all the men earning very large incteases of pay. 
In spite of the increase in wages the actual cost in wages per ton turned 
out has shown a perceptible decrease—a striking rene of what real 
co-operation coupled with good will can do. ; 

- x * T + 

The` directors of another enterprising ‘steel firm make a practice 


“of lunching one day a week in the works’ canteen. Each goes and sits 


at a separate table among the men, and one of the directors says that in 
the course of a talk over lunch he gets an insight into the views of the 
workmen such as he has never had before, and is quite sure it is leading 
to a great increase in sympathy and co-operation. 
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At a recent meeting of the Commercial Committee of the House of 
Commons, Mr. Eley, the General Manager of the National Provincial 
Bank, during the course of an important address on the financial 
situation, uttered a warning against the dangers this country is incurring 
from over-trading and the insufficient supply of money for speculative 
purposes. Of the great mass of new issues some were speculative and 
unprofitable undertakings. 


‘om * * 


Is Machinery Rateable ? 


A decision of great importance has been arrived at by a Manchester - 
conference of local authorities, who have pledged themselves to rate 
machinery as well as buildings. Obviously the decision will have a 
big effect in industrial areas. A Rating of Machinery Bill is at present 
before the House of Commons, but the conference based their decision 
on a King’s Bench Judgment which, says the Datly News, is probably 
what is known as the Hunslet Case of 1906. This decision laid it down 
that an inquiry into the value of machinery may be necessary, but only 
to enable the rating authority to answer the question: “ How much 
is the rateable value of the premises enhanced by the presence of the 
machinery?” The basis of the problem is to ascertain what is the 
tent which a hypothetical tenant would give for an engineering works 
which represent a combination of land, building, and machines, with the 
right to use the machines. 

* * 


* 
Government Methods in the Shipping Trade 

The presidential address delivered by Mr. W. J. Noble at the recent 
annual meeitng of the Chamber of Shipping, was a statesmanlike review 
of the present position of the Shipping Trade. The powerful objections 
against a continuance of State control were temperately set forth, and 
the speaker’s moderation of expression served only to, strengthen the 
damaging nature of his indictment of Government methods. It is a 
fact, Mr. Noble said, that in many cases steamers are only doing from 
one-half to two-thirds of their pre-war work, owing mainly to the 
congestion of the ports and the complete breakdown of the land transport 
system. State trade, far from being the cure, was the cause of their 
troubles. Surely the time had now arrived for a complete restoration of 
commercial and civil liberty. He quoted as an instance of Government 
methods the recent statement that a ship in St. Katherme’s Docks was 
loaded and unloaded nine times as a result of the conflicting orders of 
five different Government departments! Mr. Noble struck a lofty 
note at the conclusion of his address, urging that all classes of the 
community should be taught that industry imposed upon all—employer 
and employee alike—the duty of social service; and recommending 
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the more general adoption of the Priestman Scheme of Co-operative 
Production, by which employees received the full percentage upon their 
earnings of any increase of output above an agreed “standard.” 

g * * 


* 
The British Industries Fair : 

Sir Hamar Greenwood is entitled to the congratulations of business 
men for the success with which he is instilling the breath of life into the 
dry bones of a Government Department. Even the bitterest opponent 
of State interference among manufacturers will hardly begrudge 
appreciation of the energy and enterprise which the Department of 
Overseas Trade is now displaying on behalf of British mdustry. The 
success of the British Industries Fair, held simultaneously at the Crystal 
Palace and at Birmingham and Glasgow, broke all previous records. 
The Fair was entirely self-supporting, and Sir Hamar Greenwood has 
since informed the House of Commons that orders to the amount of 
£10,000,000 were taken without the country being put to any cost 
whatever. The Fair has given a tremendous fillip to our export, trade, 
and the “ D. O. T.” as the Department is familiarly known in the City, 
is entitled to the utmost credit for so successfully organising it. 

+ 


* * 

House Advertising: The Best is the Cheapest 

That really artistic advertising is the most effective and the cheapest 
in the long run, is one of those self-evident propositions that one would 
imagine everybody agreed with were it not for the fact that so much 
shoddy advertising exists. The position has vastly improved during 
the last few years, since advertising became a recognised profession ; 
but there is still plenty of room for improvement. That is the whole 
point of Mr. A. W. Dean’s interesting articles on ‘‘ Modern Publicity,” 
and it is a point which is emphasised in The Times Trade Supplement. 
For example: “ No good firm would knowingly permit an untidy, 
ill-mannered traveller to represent it, but some houses forget that the 
firm’s advertisements are tts only representatives to immense numbers 
of the public with whom it never gets into direct personal touch.” And 
again: “ How far potential buyers are sub-consciously influenced by 
the association in their minds of the names of makers with cheap 
stationery, or second-rate media, is not an academic problem, but a 
practical business question that no firm can afford to ignore.” The 
successful business organiser will agree with The Times that for 
commercial purposes the best is always the cheapest in printing, paper 
and ink. Good colour-printing is expensive, but no firm of standing 
can afford to utilise inferior stationery; and unless colour-printing of 
the highest class can be obtained, it is far better to rely on good 
` black-and-white letterpress. 
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A Hint.to the Exporter 

One of the aims of the Department of Overseas Trade is to bring 
its foreign services into close personal touch with business men. 
British firms sending representatives abroad are accordingly recom- 
mended to instruct them to call on Consular officers in the countnes 
they visit, and on the commercial and diplomatic officer in the capital 
of each country; and in the case of the Dominions, on trade commis- 
sioners. A propos this subject, the Commercial Counsellor in Rome 
points out, that while people never fail to appeal to the Consul when 
in need of assistance, they frequently omit to call and discuss com- 
mercial matters, though they might derive considerable advantage from 
the business information and experience which the Consul could place 


at their disposal. 
* = x 


Payment by Results: Trade Union Leader's Advocacy 

There are signs that the principle of payment by results is coming 
into greater favour with the Trade Union leaders, by whom it was 
formerly regarded with a good deal of dislike and suspicion. No greater 
stimulus to ıncreased production could be given than the general adop- 
tion of this principle as a wage basis. Under the fixed wage basis, 
superintendence is a costly item, and no encouragement is given to the 
workman of special ability to exercise his skill to the limit. The tendency 
was for the pace of the slowest to become the pace of all. On the other 
hand, however, it is essential to convince the workman that high wages 
earned under the payment-by-results wage basis shall not be made the 
excuse by the employers for reducing the rates originally agreed upon, 
as has occasionally happened in the past. The Right Hon. W. Brace, 
M.P., President of the South Wales Miners’ Federation, put the men’s 
case in a nutshell the other day; and it should be quite possible for 
employers, who would welcome the general introduction of the system, 
to give him the reasonable guarantees required. In an interview on 
the subject, Mr. Brace declared— 

I have always been in favour of payment by results rather than a fixed wage 
system, provided that fair terms can be arranged. Work under the day-wage 
system, which means work under the close observation of an official, does not tend 
to dignify human nature No man likes to be watched, and under a system of 
piece work a man becomes largely his own master, and consequently he feels more 
of a man. He is, in fact, a master-man, doing a master-man’s work without 
interference. The British race is self-reliant and ındependent, and therefore pay- 
-ment by results would appeal to its genius and psychology much more than the 
day-wage system. No body of men, however, would be wise to undertake a system 
of piece-work without the hardest form of guarantee that, no matter what wages 
they earned, the employer would not be at li to reduce the rates of wages 
agreed upon The acid test for the prosperity of industry is neither wages nor 
hours but production; and if workmen can produce a satisfactory quantity of work 
in short hours, that is a much better system than has hitherto prevailed. Thuis is 
the lesson employers need to learn 1f workmen are to be encouraged to adopt 
payment by resulta as the basis of future agreements. 
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A Beneficial Trade Trust 

It is no part of our business to defend the trade trust or combine, 
an unpopular and unpalatable task at the best of times, and distinctly 
unhealthy in the present state of public opinion. Incredible as it may 
seem, however, there is actually in existence one combination of manu- 
facturers whose operations appear to have been of an undoubtedly 
beneficent character, so far as the consumer is concerned! In October 
last, the Standing Committee on Trusts appointed a special Sub-Com-" 
mittee, under the chairmanship of that leading Socialist, Mr. Sidney 
Webb, to inquire into the existence of a trade combination in the 
Tobacco industry, and its effect on prices and trade generally. The 
report of this Sub-Committee has now been issued, and we give its 
remarkable finding in full— 


We cannot but conclude accordingly that down to this date the existence of 
the Imperial Tobacco Company, with its present policy, has not resulted in raising 
the price of tobacco or cigarettes to the consumer, but, on the contrary, has tended 
in the opposite direction Nor have we discovered that the Imperial Tobacco 
Company has so far exercised any injunous influence on the trade. 


The Imperial Tobacco Company (of Great Britain and Ireland), 
Ltd., comprises eighteen manufacturing companies and controls, in 
addition, a firm of multiple retailers having about 170 shops, and it 
provides between 55 and 60 per cent. of all the tobacco consumed in 
this country. The Sub-Committee admit that the Company are in a 
position practically to dictate the price at which the great majority of 
consumers purchase the common standard lines of tobacco and 
cigarettes. Nevertheless, they gathered from the evidence that the 
Company’s activities, generally speaking, have been beneficial to the 
retailer and the community. The quality of the goods sold by them 
has been maintained; and trade rivals even testified that, in the 
administration of the Company’s scheme -of selling, advantage was not 
taken of the system to exclude competing goods from the windows of 
the Company’s customers. So much has been said of late in the popular 
Press about the wicked profiteer, and particularly about the effect of 
rings and combines in keeping up prices, that it gives one almost a 
shock to read such a testimonial from Mr. Sidney Webb (among others) 
to the scrupulously fair and public-spirited policy of the Tobacco Trust. 


* + * 


Changing Conditions of Indian Trade 

British manufacturers trading with India would be well advised to 
secure the elaborate report on the conditions and prospects of British 
trade in India which has been issued by the British Senior Trade 
Commissioner in India and Ceylon (Mr. T. M. Ainscough, O.B.E.). 
Radical changes have been taking place in India for some years— 
changes which have been enormously accelerated by the war, and it 
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is of the highest importance that British traders should be familiar 
with present conditions. The India that formerly did little else from 
a trading point of view than export raw material and import manu- 
factured goods, is rapidly developing prosperous industries of its own, 
and becoming more and more self-supporting. Mr. Ainscough points . 
out how the remarkable development of local manufactures will affect 
the importer and manufacturing exporter in this country. Briefly, it 
will entail a considerable readjustment of our exports to India; it 
offers our capitalists unique opportunities of erecting works over there ; 
and it will certainly tend to the weakening of the London buying 
connections. Local buying is extending in India, and many merchant 
houses have recently been established in Calcutta and Bombay to cater 
for this class of business. British makers of mill stores would do well 
to appoint local agents from among these firms, while Mr. Ainscough 
advises the export merchant in London to set up an active selling 
organisation throughout India with offices at the principal ports to 
push the sale of his goods. 


x x * 


Profit-sharing in the Cotton Industry: Sir Charles 

Macara’s Scheme 

The cotton operative’s agreement expires during the present month, 
and in view of the prosperity of the cotton industry a demand for 
increased wages on an extensive scale will undoubtedly be presented 
to the employers. The moment is opportune therefore for the con- 
sideration of a highly interesting proposal brought forward by Sir 
Charles W. Macara, Bart. The scheme he suggests is briefly this: that 
whatever increase is awarded in answer to the operatives’ demands shall 
be given in shares where possible, or in some other form of capital interest 
in the industry where the system of finance does not permit of the 
allotment of shares. Any advance of wages given in this form would, 
he claims, not only prove of permanent benefit to the operatives them- 
selves, but would also contribute to the prosperity of the industry as 
a whole. Sir Charles points out in support of his idea—a truly 
Napoleonic development of profit-sharing—that the operatives are al- 
ready buying shares in cotton mills, and, indeed, as a whole, have con- 
siderable holdings. Assuming thdt an advance is justified, he is con- 
vinced that to give it in the form of shares would bring to the workers 
far greater benefit than an advance in the form of weekly pay could 
possibly do. Given wise management and harmonious relations between 
Labour and Capital, Sir Charles is convinced that the cotton industry 
` has a period of great prosperity before it. To those who would say 
that such a distribution of shares as he suggests is impracticable, he 
replies that every profit-sharing scheme is a proof to the contrary. 
What can be done in a small way can be done for a whole industry. 
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Bournville Workers Fix their Own Hours 

The Bournville employees of Messrs. Cadbury Brothers, Ltd., decide 
their own working hours by an annual ballot, and have recently confirmed 
last year’s decision in favour of a six-day week. Only two proposals 
were laid before them on this occasion by the Works Councils. The 
choice lay simply between a six-day week, giving a free week-end once 
every four weeks, and a five-day week, giving longer hours for each day 
worked. Either plan would give the factory workers an average week 
of 44 hours, and the office workers one of 38} hours. 


The voting was as follows— 





Men. Women. Total. 

Six-day week . x 945 2,546 3,491 
Five-day week ‘ 2,667 675 3,342 
Majority for six-day week . $ . I49 


A point of special interest noted by the Dasly News is the steadiness 
with which the women have stood for the policy of spreading the week’s 
work over the larger number of days. The men would prefer a longer 
day, with complete freedom every week-end; the women are content 
with a week-end once a month. Physical, social, and domestic 
considerations all contribute, no doubt, to this striking divergence of 


attitude. 
* * * 


Commercial Libraries 

An officer of the General Post Office, in an address given to the 
Telegraph and Telephone Society of London, on French telegraphy, 
describes with much enthusiasm the works library which has been 
installed in the Paris Central Office. As might be expected, this 
library is primarily devoted to the technique of telegraphy, but it is 
very comprehensive, and contains works on social theory, and on 
economics, and even standard works of fiction. There can be no doubt 
that the Free Library movement in ERgland, with all its merits, does 
possess certain disadvantages. The very effort to cater for the commu- 
nity at large, which of course is necessary if a rate is to be justified, 
has rendered the movement open to criticism. Probably the next 
development will be in the direction of Works Libraries. There are 
several excellent models throughout.the country, but it is quite possible 
that a discussion of the text-books to be included in such a library 
might throw further light on the subject. The commercial library 
which has been established in Liverpool, Leeds and Bristol, and the 
technical and commercial library which is now available in Birmingham, 
are admirable institutions, all of them regarding their subject with a 
commendable width of scope. The difficulty arises as to the inclusion 
of subjects which may seem to be outside the interests of the particular 
class. Probably the best course is to draw up a standard list, based 
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upon the technique of the business and the application of science to 
it. Then history, economics, social science can be added in such a way 
as to choose books which have a special bearing on the particular 
industry. An expert ‘could soon select an excellent library on these 
lines, taking care that it would foster both general intelligence and 
particular skilled knowledge. 


* x * 


A Plea for Sanity 

Mr. G. K. Chesterton once protested against sensational posters for 
newspapers on the ground that they did not represent the truth in true 
proportion. When he saw a poster “ Death of John Smith,” he remarked 
to himself that the important fact was that John Smith had lived. He 
yearned to see some courageous newspaper put up a poster with such 
a thrilling intimation as “ Peter Brown still Living.” We must say 
ranch the same thing about the Labour Unrest of which the newspapers - 
have had a great deal to say lately. Labour troubles occupy a prominent 
position, but what is forgotten is the very large proportion of workmen 
who are not on strike, or agitating, or “full of unrest.” Newspapers 
must fulfil their function and must give prominent place to the abnormal 
event—the fall of a steeple, the foul murder, the strike, the divorce. 
We run a risk as readers of newspapers when we infer from the abnormal. 
Just so it will be well if we take a calm survey of the whole labour position 
before jumping to a conclusion. Those who do not belong to the working 
classes owe them this calmness of judgment. We cannot divide the 
world into the sheep and the goats, represented by phantom capitalists 
and paar “red” working men. Even Carl Marx begins his big book 
pitalism with the frank avowal that individual capitalists whom 
he knows are not to be regarded as tarred with the brush which he uses 
for the system. There is a balance of judgment which it is necessary, 

to-day above all days, to maintaif® 


* * * 


Trade Opportunities in Spain 

The possibilities of Spain as a market for British export trade have 
never bulked so largely in the public eye as at present. _ In the expressive 
phraseology of a commercial traveller recently returned from a tour 
of the Peninsula, it is a gold-mine, with opportunities for profitable 
exploitation “ going a-begging.” Spain was formerly one of the most 
lucrative markets of our German.rivals, but since the halcyon pre-war | 
days, business matters have gone sadly agley for them, and British 
traders have now a unique opportunity of getting a strong hold upon 
the Spanish market. Writing in the British Empire and Overseas Journal, 
the British Vice-Consul at Cadiz gives some useful hints on ‘‘ Business 
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Methods in Andalusia.” He particularly urges the employment of 
travellers of British nationality, as the Spaniards are flattered and pleased 
when called upon by a foreigner who has come to visit them from afar. 
The assistance of the local commission agent, of whom there are a 
number, reliable and well-established, to be found in every town, should 
also be sought, and these men will work strenuously, he says, for a small 
commission, trusting to a regular and large flow of small orders for a 
moderate income. 


The British Vice-Consul adds— 


The value of personal influence should bulk more largely in our trade and 
its literature. Many situations which might be turned to profitable account are 
hidden from those who sea to the obsolete method of waiting for business to come 
instead of collecting it trained “ knights of the road.” When it is found that 
the extent of a firm’s e does not warrant the comparatively heavy expenditure 
entailed by keeping a traveller on foreign tours, several houses similarly situated 
but not rivals, can combine to employ one, a method which has been very common 
in other countries. 


Export trade is shorn of half its risks and difficulties now that our 
traders have the advantage of the assistance of the Department of 
Overseas Trade, or the valuable Overseas Section of the National 
Federation of British Industries, and at a time like the present many 
enterprising firms, who have never gone outside home markets, might 
seriously consider the attractive possibilities of foreign business. 

* * * 


What is a Capitalist ? 

Nationalisation is not the only subject on which the average working 
man needs enlightenment, if only someone who can talk commonsense 
could catch his ear. At present, apparently, the only person he listens 
‘to is the extremist, who cares neither for facts nor for the national 
welfare, and aims at nothing but the entire subversion of the existing 
social order. In pursuit of this aim he has found it greatly to his purpose 
to indoctrinate the working class with their preposterous explanation 
of what a capitalist is. According to them, a capitalist is a member 
of a limited class of persons who hold among them the wealth of the 
country which ought to belong to the People. Consequently, there is 
a feeling abroad that the People is being robbed of its own. During the 
disputes which led to the railway strikes, this feeling manifested itself 
very plainly. It was quite clear that, in Labour circles, it was believed 
that the ownership of thé railways was possessed by an insignificant 
number of persons. So strongly was this belief held that, if one ventured 
to ask if a proprietorship of half a million members was an insignificant 
number, an incredulous smile was all that he extorted. Yet such 
is the case, and it is also the fact that a large proportion of these 500,000 
owners of railway shares are persons who have invested their modest 
savings in a venture which seemed to offer them at least a sound security. 
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Among these, if the truth were known, many of the railway men them- 
selves would be discovered, men who, out of their earnings, had saved 
a little money here and there, thus placing themselves in the ranks of 
the Capitalists. For capital is nothing more nor less than money saved, 
it does not matter by whom, or, as the dictionary defines it, accumulated 
wealth used for producing more. Of all the foolish charges against 
Capitalism the most fatuous is that which represents the railways as 
held in the grasp of rapacious capitalists. If the holders of railway 
stock resembled what they are represented to be, they would not be 
content with the poor return which their investment yields them. The 
fact that they are content is a strong disproof of the charge of rapacity. 


* x * 


Road Transport Rates 

Among the factors contributing to the increase in the cost of living, 
road transport is one of the most serious. It is a fact that the rates 
charged have increased since 1914 to the extent of 300 per cent., if not 
more. Whether this formidable rise is the result of combination or is 
due to other causes is a question on which a sub-committee of the 
Committee on Trusts has now reported, after a careful investigation of 
“the alleged existence of-a combine.” Its report is now issued by 
the Trade. That there is a combination among road transport con- 
tractors in Great Britain, and that some distinct associations of the 
National Alliance of Road Transport Associations are in the habit of 
concerting scales of charges is proved to the satisfaction of the sub- 
committee. What exactly is the effect of combination on the rates 
charged, the sub-committee is unable to say with certainty, but the 
rates are said to have increased by 250 to 350 per cent. To what extent - 
also, if any, the competition of motor vehicles operate as a check on 
the charges for horse haulage, the sub-committee is unable to judge. 
But it is certain that the rates have doubled, trebled, and even 
quadrupled since 1914. The members have no suggestion to offer as 
regards the sort of action to be taken under present conditions, if 
combinations are allowed to exist or develop, subject to no control. 
They think, however, that, if the recommendations of the Committee 
on Trusts and Combinations are adopted, then a tribunal could be set 
up empowered to demand of parties concerned a full explanation of 
all the circumstances, and to provide safeguards for the general interests 
of the community. 

The report contains many important and interesting facts. Here 
is one: “ Even an average road transport of no more than 150,000 
tons a working day, at no more than 5s. a ton, costs the consumers 
in the aggregate over £11,000,000 a year, equal to a fourpenny income 
tax. We have reason to believe that the average cost of road transport 
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has risen since 1914 by 300 per cent.” And here is another: “ We 
find that a combination among goods contractors in Great Britain exists, 
and that it has been more directly organised.to prevent competition 
in the Bristol district than in any other case that has come under our 
notice.” In Bristol, for instance, as anywhere else, any man owning 
a horse and van may hire it out, but, the sub-committee affirms, it has 
been made “‘ difficult, if not impossible, for any new contractor not a 
member of the Association, to get a footing in the business.” 


* * * 


“The Right Man for the Job ” 


The most up-to-date way of selecting employees is by means of 
intelligence tests based on psychology, the term intelligence being 
understood to mean the power of behaving satisfactorily under whatever 
circumstances may turn up. Instead of the old-fashioned interview 
between the employer and the candidate for a post—an intelligence 
test of the simplest kind—modern psychology has systematised-all sorts 
of apparently irrelevant tests, whereby it is claimed employers can tell 
“with practical certainty whether or not a candidate is likely to prove a 
success in a commercial post. The testers simply vary the circum- 
stances and observe how the individual meets the demands made upon 
him. There already exists in London a laboratory where these tests 
are being specially investigated, and according to Professor John Adams, 
M.A., B.Sc., LL.D., a leading education authority, the employer and the 
employee of the future will be spared that highly empirical expedient, 
“a leap in the dark.” He prophecies results of the greatest benefit 
to the efficiency of the nation from the general adoption of the new 
methods in business circles. 


* * * 





The Compulsory Day Continuation Schools 

One of the most far-reaching clauses of the Fisher Education Act 
of 1918 is that which provides for the attendance at compulsory day 
continuation schools of all young persons between the ages of 14 and 
16 years, and though the Board of Education have intimated that they 
have not yet decided upon what date this particular provision shall 
come into operation, local education authorities were invited to submit 
their schemes for the opening of day continuation schools to comply 
with the Act before the 31st of last month. The hours of attendance 
are 320 per year, but for the first seven years this number may be 
reduced to 280 at the discretion of the local authority. Not only will 
it be compulsory for the young persons to attend school, but it will 
also be obligatory upon employers to give time off to enable them to do 
so. After seven years fromthe Board’s “ appointed day ” young persons 
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up to 18 years will also be obliged to attend the day continuation 
schools, A sub-committee of the L.C.C. Education Committee has 
proposed that the first group of twenty-two day continuation schools 
in London shall be opened by the Ist January next. The estimated 
annual expenditure is £317,000, and the total annual expenditure, 
when the complete scheme is in operation, will amount to £2,000,000. It 
is considered by the sub-committee that the most convenient arrange- 
ment would be for the students to attend for two half-days of four 
hours each week; that the schools should be established near the 
place of employment rather than near the place of residence; and 
that the curriculum should provide general education for the 14 to 
16 age groups, with at least a bias for the 16 to 18 age groups, and in 
some cases education of a definitely commercial or technical character. 
Definite arrangements are also proposed to those employers who desire 
to establish continuation schools in connection with places of employ- 
ment. That incalculable benefits to the whole nation will ultimately 
result from the Act will be generally agreed; and as the measure 
imposes considerable obligations upon employers, it is pleasing to observe 
that everything appears to have been done to minimise as far as possible 
the, inconvenience of adopting it. 








The Priestman Scheme of Co-operative 
Production 


AC interesting explanation of the Priestman Scheme of Co-operative 
Production was given by Mr. W. J. Noble, President of fhe Chamber of 
Shipping, in the course of his presidential address at the annual meeting. He 
described it as a most hopeful experment, which seemed to him to offer a solution 
of immediate labour difficulties, and continued: “It is based on the principle 
that uf a large number of men and women worlang a given number of hours can 
produce under present conditions a given quantity of finished articles termed ‘ the 
standard,’ and by co-operative effort and co-ordination of departments are able 
to increase the output in the same number of hours worked, then by whatever 
percentage the output is increased, every employee, without reference to his 
position or grade, will receive the full percentage of such increase upon his or her 
earnings. The basis of this principle is economically sound. It is one which 
operates justly for employer and employed alke, it violates no trade union 
principle, and it has been welcomed by employers and employed where it has 
been in operation. The adoption of the system has successfully removed that wall 
of suspicion which has kept the two great forces of production so long apart. It 
has established a feeling of mutual confidence, and has resulted in an imcreased 
output of i cent. for a period of three years of successful working, thereby 
increasing man’s wages by the same percentage.” 
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“ Labour .. . has a great deal to laarn, and until the rank and fille have learned the . 
lesson they are certainly not competent to govern the country.” 





Is Labour Fit to Govern ? 
Sir Robert Hadfield’s Views 


HERE are few men, if any, at the present time working harder or 

more whole-heartedly in the cause of national reconstruction than 
the head of the great steel firm known the world over as Hadfield’s, 
of Sheffield. Sir Robert Hadfield is one of the busiest men of the day. 
He was recently, and quite fairly, described in the Daty Mat as “ one 
of Britain’s forernost industrial scientists, as well as one of her most 
enlightened and progressive employers.” But it is an old paradox that 
the busiest men have the most time, and Sir Robert is not so wholly 
immersed in the affairs of the immense organisation he controls as to 
be unable to take a keen interest and play an important part in the life 
of the commonwealth as a whole. 

A restless and untiring worker himself, he believes that hard work, 
and hard work alone, is the only remedy for the twin evils of scarcity 
and high prices which lie at the root of the present unrest. He urges 
with Carlyle, “ Produce, young man, produce |’ and never was the Sage 
of Chelsea’s advice so sorely needed. In season and out of season, in 
the Press and on the platform, Sir Robert Hadfield preaches this gospel 
of greater production all round, co-operation between employer and 
employed, mutual consideration instead of suspicion and distrust, con- 
ferences for difficulties and a truce to strikes ; and, above all, get on with 
the work of reconstruction, which is already so much behindhand. 

No one could doubt his optimism any more than his sincerity. The 
future is wonderfully bright, he says, if only Labour would have patience. 
But at a time when every nerve should be strained to increase production 
he is seriously alarmed at the tremendous waste of time and money 
involved in Labour disputes and misunderstandings which might perhaps 
have been avoided, the recent moulders’ strike being a typical example. 
It must not be supposed for a moment that Sir Robert takes up an 
unfriendly attitude towards Labour, or views with apprehension its 
intreasing share in the government both of the factory and the State. 
Quite the contrary is the case. He has shown his sympathy repeatedly 
with the legitimate aspirations of his men. His own firm set an example 
twenty-three years ago by adopting a forty-eight-hours’ week with 
well-paid overtime. No one, he frankly admits, begrudges a reasonable 
reduction in the hours of Labour ; it is desirable. But in a recent inter- 
view, on behalf of BUSINESS ORGANISATION AND MANAGEMENT, in 
discussing the issue raised by Mr. Winston Churchill, “ Is Labour fit to 
govern the country ? ” he made it clear that in his opinion Labour is not 
yet ready to assume the responsibilities of office. 
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“Labour is probably as fit as other sections of our community to 
take their share,” Sir Robert began, “but nevertheless ‘ not fitted, 
that is equipped, to control, not only because of lack of experience and 
knowledge, but also on account of insufficient education and training. 
I admit the responsibility for this lack of qualification is to a large extent 
not the fault of Labour, and that its members are rapidly overcoming 
their deficiencies and filling up the gap. 


Manual v. Mental Labour 


“Tt is, of course, quite right that Labour should have a just share 
in control, that is obtained by proper constitutional means in the govern- 
ment of the country. Political evolution shows that order is gradually 
being evolved out of the chaos of centuries, but do not human beings 
sometimes expect „too rapid progress? Until within the last hundred 
years or even less, Labour had little or no say at all, yet their political 
progress has been marvellous. For example, compare our times of 
comparative moderation with those existing during another of the world’s 
great times of crisis, the French Revolution. At present, however, it 
would be as bad for Labour to govern, if by this word in your question 
control is meant, as it would be for Labour to have no vote in the country’s 
future. 

“ It seems to be often overlooked that Labour, that is Manual Labour, 
is not the only form of work. It is only part of the whole, and a part 
cannot be as great or’greater than its whole. There is Mental Labour, 
which the ordinary worker or artisan is often apt to overlook entirely ; 
what about fts share in the right to govern ? 


Paving the Way to Bolshevism 


“Such ideas,” Sir Robert Hadfield continued, “as that those 
representing Manual Labour alone must take the place of all existing 
forms of government, only pave the way to Bolshevism and all its 
attendant horrors. A well-ordered State must provide for each part 
having its proper and fair share in the government of the country. The 
very question, “ Is Labour fit to govern or control? ” seems to me. to 
be based on incorrect premises. 

“ For example, Labour during the moulders’ strike did not set a very 
wise example of how to govern. In fact, but for the wise action of certain 
more level-headed sections of the Labour Party, there might even have 

- been no chance of terminating the trouble. It is well admitted on both 
sides that the moulders have not respected agreements, a course not at 
all creditable to those concerned. Such agreements have been treated 
as scraps of paper, a course which hardly helps to prove that the Empire 
can safely entrust control to Labour as a whole. 
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Conferences to End Strikes 

“ It is stated by the Press that in one way or another some fifty to 
sixty million pounds have been lost owing to the moulders’ strike, and 
for what purpose? All this could have been saved and much better 
benefits obtained by the workers at round-table conferences. It has been 
said that it may be useful to have a strike to end strikes. Surely proper 
and full conferences should avoid strikes. Conferences actuated with 
the idea of genuinely trying to settle the points under discussion, and not 
merely for talking only. In saying this I am not taking sides. I admit 
that Capital is sometimes just as obstinate as Labour, and I am not 
therefore implying that the lesson has to be learnt on one side only. 


Labour not yet Qualified to Govern 

“Labour which has sympathisers amongst many of those who are 
labelled Capitalists, has a great deal to learn, and until the rank and file 
have learned the lesson they are certainly not to be considered as com- 
petent to govern the country, if by that is meant that they are to take 
charge and sole charge. If our Empire is to hold its own in the future 
every section of the community must be represented, Mental Labourers 
just as much as Physical Labourers. No one class must arrogate ‘ sole 
rights ’ to itself. 

“ Moreover, we must have production to the best of our ability, 
guided by educated and trained mmds—men versed in Science, Tech- 
nology, Commercial and General Industrial knowledge. Labour cannot 
yet claim to possess these qualifications. Certainly give Labour every 
chance of acquiring more knowledge on these matters, but until it has done 
this there cannot be any definite meaning in the talk about Labour 
governing the community. 


“ Over-Production ” at Ebbw Vale i 
“ An interesting sidelight on Labour governing comes out of the 


-recent case of the Ebbw Vale Steel Company. The Chairman of this 


Company has announced that in some important erection work in con- 
nection with their new blast furnaces he had never seen during the whole 
of his experience men putting their backs into certain repair jobs as they 
had done in that case. Alas, he had also to add, so much work had been 
put into the repairs that he believed the leaders and men of the Society 
came down and complained! Such doctrines if carried into general 
practice can only bring ruin and misery to the country, in fact to the 
Empire. In these days production to the best of our ability is as neces- 
sary as it was during the war, in fact even more vital; yet, apparently 
in this case, complaints are made by those representing Labour of over- 
production and of their members working too hard. This is not British ; 
it is not fair play; nor will it enable us to face the serious competition 


of the future. 
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Madness of the Extremists 

“ Notwithstanding the optimism of certain politicians with regard 
to our exports, it must not be forgotten the serious position still remains 
that the volume of our exports in 1919 was only about one-half of that for 
the year before the war. In spite of this, however, there are certain 
extremists in the Labour Party who seem disposed by hook or by crook- 
to hamper production and output in every possible way. 

“ Whilst the country as a whole certainly does not endorse such 
madness, unless some way can be found of restraining these extremists, 
we are all going to suffer very seriously and that in the near future. 
T am very glad to see that even Mr. Philip Snowden is finding his mental 
balance when he suggests that the workers need as leaders men of wide 
experience, broad education, and generous sympathy. 

“ One of our leading journalists points out, the time has come when 
the more shrewd and well-informed amongst the Labour Party might 
initiate an educative movement to improve the knowledge of those for 
whom they work ! 

“ Labour is certainly not fitted to govern until it has equipped itself 
mentally. When Labour has reached a better position it will find that 
it is equally beneficial to recognise that the rights of other sections of the 
community must be respected and that these are not inimical to its own 
welfare.” F 


The Steel Trade To-day 


Before bringing the interview to a close Sır Robert referred briefly to 
the present position of the steel trade. Althougb manufacturers were 
full of orders just now, he said, they were handicapped at the moment 
from the fact that there was not a sufficient supply of rolling mill facilities. 
THe Exchange situation was a great difficulty which they shared with 
other manufacturers, and the moulders’ strike had also been a serious 
matter. Though the moulders had come back eager for work, the trade 
would feel the effect of their strike for many months to come. After 
this bitter experience for both sides he hoped they had heard the last 
for a long time of talk about strikes. Reconstruction, he added, was a 
problem of greater difficulty for the steel trade perhaps than for any other, 
because they had been so exclusively employed in the manufacture of war 
material. Some people seemed to think that such a tremendous trans- 
formation could be effected by waving a wand, but considerable time must 
elapse before the manufacturers would have all their plants thoroughly 
equipped again on a peace footing. But prospects were very bright now, 
if only they could get steadily to work without interruptions. Given a 
fair field and no favour, and working on level terms and with a minimum 
of Government interference, the steel trade was fully prepared to face 
the competition of any other country. 
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A orittoal examination of tha position of the great port with important constructive 
suggestions for ils improvement. 


The Port of Liverpool 


Its Commercial Position in the Era of Reconstruction 
By Marx Mprgprra, M.It.A., M.I.8.A. 


(NotE.——It is important that the point of view from which this artiole has been 
wrtiten should be grasped. Destructive criticism has not been the underlying motive, 
neuker is a mere descriptive sulogy of the many facilities that exist at this important 


present 
who have to make use of it and tls facildiies.--EDIror. ) 


HE ports of the British Isles passed through the war period in a 
rush and whirl—the necessary accompaniment of battle and the 
waging of war—and above all others the port of Liverpool was particularly 
well placed for hélping forward the cause of the Allies. It is the natural 
gateway to America and the Colonies, and it was kept, thanks to the 
unceasing efforts of the Admiralty, more immune from the depredations 


‘of the German submarines than any other important port. One could 


scarcely expect the Germans to devote much attention to a port like 
Preston or Maryport, but the fact that they did penetrate inside the 
Liverpool Bar is doubtless a cause for wonder, but their ingenuity and 
resourcefulness did on a few occasions overcome the vigilance of the 
Defence Forces. 

By means of its immunity Liverpool as a port became the inlet of the 
world’s resources for the Allies,-and being used as well for embarking 
troops overseas, it is quite easy to understand that it soon became 
congested to an abnormal degree, and that the ordinary business of 
the port became so hopelessly mixed up that there seemed little hope 
of ever getting it straight. 

And the fact remains that sixteen months after the Armistice 
Liverpool is still congested, and that that prompt and dispatch quick 
turn-round, which is the desideratum of every shipowner—and which 
was an outstanding feature of the port in pre-war days—is as far off 
as ever. An examination of the conditions leading up to this state of 
affairs leads one inevitably to look for constructional and mechanical 
difficulties. 

Constructive Limitations 
The port of Liverpool is an ancient one—it dates from the first 


attempt at dockisation in 1707, and it has been noted amongst engineers 
for the remarkably efficient construction of its docks. The story of 
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the gradual building up of the seven-mile line of docks from the earliest 
dock—the Old Dock—forms an interesting story but we are not con- 
cerned with it now. Whether the method adopted-of working in groups 
of docks was the best or not is a matter for engineers, but the fact 
remains, that the docks at Liverpool have been constructed more from 
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the engineering point of view than from service to the users of them. 
Naturally there are many things in which commerce and engineering 
must combine, as, for example, the placing of the dock entrances in 
such a way that the scour of the river does not swing vessels against the 
entrance lock walls. But in size and depth the engineer should give place 
to the shipowner. Beyond one dock at the north end, the Gladstone 
Dock, Liverpool possesses few docks which can accommodate such 
vessels as the “ Mauretania,” “ Olympic,” “ Imperator,” or other vessel 
of this class—and yet shipowners and naval architects assure us that 
this is the class of vessel for the future. A step towards larger water 
area docks has been taken in the building of the newer docks, but the 
majority of those constructed at Liverpool, particularly those devoted 
to the more moderate sized vessels, and those south of the landing stage, 
practically the central point in the line of docks are, when compared 
with those provided at perhaps less important ports, very small, and 
this means that a vessel cannot swing round inside the dock, but must 
go out stern first, the way she came in. This is distinctly a disadvantage 
in expeditious docking and sailing, and further it means running risks. 
One would suggest that in the provision of new docks, northward of 
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the present Gladstone Dock, where many acres of land are available, 
and no restrictive buildings exist to hamper the conception of broad 
views in dock construction, the largest possible water area should be 
given to each dock to permit the manoeuvring inside the dock. The 
more recent ports, such as Immingham, and some of the older ports, 
such as Swansea, have recognised this vital necessity of large water area 
and have constructed their docks accordingly. 


Modus Operandi of Discharge 

Let us take the case of a vessel which has safely manoeuvred through 
the locks of any of the Liverpool docks and see the method of discharge. 
In ihe majority of cases there is a shed, either of a single or double 
storey type alongside the wharf, and from the roof of this electric or 
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SUGGESTED LARGE WATER AREA DOCK TO GIVE CONTINUOUS TRAFFIC 
MOVEMENT 


hydraulic cranes co-operate with the derricks on board the vessel. The 
cargo is discharged overside into the shed, perhaps sorted on the floors, 
and then lowered by cranes into railway trucks standing outside the 
shed. This means a number of handlings: first of all there is the 
wrapping of the sling round the cargo, then the unslinging on the quay- 
side, placing the boxes or barrels on trucks and wheeling to a portion 
of the shed, and the slinging up again and lowering into the railway 
wagon. Traffic experts would undoubtedly recommend the provision 
of an endless conveyor right from the ship’s hold to the railway wagon, 
and by means of a switching arrangement cargo not for dispatch by rail 
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could be delivered right into the shed. The provision of these appliances 
on a large scale would help considerably in the quick unloading of 
vessels ; though even then the rate of dispatch would be limited by the 
accommodation of the shed and the rate of movement of empty railway 
wagons to take the place of those filled. Here, in the present state of 
affairs, a stop would be quickly experienced, because of the lack of 
facilities at the river end of the dock sheds for the continuous movement 
of railway wagons. This is where the pinch of the small water area docks 
is felt as it leaves little or no room for wagon movement, and where, if 
the vacant land existed a loop could be provided back to the dock lines 
of railway, running north and south at the shore end of the docks, and 
thus continuity of movement could be maintained. The accompanying 
sketches will explain this graphically. 

By means of junctions and loops a variety of directions could be 
taken and a freer movement of traffic obtained. Further, the prov.sion 
of three or four storied sheds would be more helpful to handling cargoes 
and for storage purposes the upper floors of these sheds could be utilised. 
Further, where a large water area dock had been constructed it might 
be possible to make each a contained port, with its own coaling facilities, 
cold stores, oil fuel installation, ship store and repair depots, and also 
offices for the shipping companies, and the thousand and one adjuncts 
which go to make for efficiency in a modern steamer. In this way, the 
whole organisation necessary for replenishing and refitting a ship would 
be concentrated at the dock she used, and although there might be 
difficulties in the way of always berthing the same ship at the same 
dock, the dock cou‘d, as is the custom now, be appropriated to the use of 
certain companies one or more of whose vessels are always certain to 
be in the dock. 


Lack of Co-Ordination Abounds 

There has been a woeful lack of organisation in this respect and one 
finds the shipping offices of, say, the Cunard Line at the Pierhead, in the 
centre of the docks, the ship repairing shops two miles away, the Marine 
Superintendents’ offices in another place, and the docks where the boats 
are berthed in a different place altogether. Lack of co-ordination abounds, 
and thus has arisen the congestion which is so detrimental to the port— 
and the nation to-day. The same ground is covered many times in doing 
the same job or getting the same boat dischargeg and loaded. Diffusion 
of facilities has been aimed at rather than concentration. At the 
present time the concentration of the coaling facilities at three or four 
different places along the Liverpool side of the Mersey means that all 
vessels wishing to bunker must proceed from their dock to that place 
and then return to load cargo, and although movable coaling towers have 
been provided by private enterprise their use has not been universal, 
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and thus whilst some vessels will discharge, coal, and load simultaneously 
at their own appropriated berth, others wander all round the port having 
their needs attended to. For ship repairs naturally a vessel must go into 
a graving dock, and Liverpool’s facilities in this respect are most 
excellent, and the fact that these have been sandwiched in between 
the various systems of docks rather helps than hinders the repair of 
vessels. Thus, for example, the Canada Graving Dock is quite close 
to the Canada Docks used by the Cunard and White Star boats, and 
warping is only necessary to transfer one from the wet dock to the dry. 

The allocation of certain parts of the dock estate to certain specified 
trades is undoubtedly helpful in the case of small steamers, which can 
manoeuvre round the docks easily but in the case of large vessels it is 
a disadvantage. It is better to bring the coaling facilities to these 
vessels than to move them to the facilities. The same applies with 
regard to the discharge of frozen meat cargoes, and here there is 
considerable difficulty, as although the various privately owned stores 
are near to the docks they are a sufficient distance to necessitate loading 
on to carts or motor wagons. : 


Docks Authorities Hide-bound by Tradition 


There is little doubt, even from the few facts given above that the 
conditions in Liverpool to-day are complex and difficult. How to get 
the most expeditious handling of ships and their cargoes of imports and 
exports and to carry on the multifarious trades necessary to the life 
of the port in such a new manner as to get the maximum results with the 
minimum of labour and expenditure of time is a problem which should 
occupy the best traffic administrators in the country, but there will 
always be a difficulty as the real authority, which could do much in the 
re-organisation of the port to make it meet more fully the needs which 
will undoubtedly arise when the export trade of the country gets on 
its feet again—the Mersey Docks and Harbour Board—is more or less 
hide-bound by tradition and is a stickler for red-tape. In fact, one 
of the officials of this body confessed to the writer that the strangulation 
of the port of Liverpool both during the busy periods of the war and 
in the present state of congestion is the red-tape existing in the ways - 
of doing things. A clean-cut is necessary m many departments and a 
go-ahead business man, unfettered from committees and sub-committees; 
and the Board itself, consisting as it does of twenty-eight members, with 
many more various views on the same question, makes progress well- 
nigh impossible. The position of the Board is so strong that it is 
doubtful whether any commercial body of men could make it move. 
Whether the Ministry of Transport can compel it to move is another 
matter, but here again, the influence of the Board may be so strong that 
the Ministry will be lulled into maction. 
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In these days there is little doubt of the greatness of the port of 
Liverpool, its importance as a distributing centre, and the facilities it 
possesses as a jumping-off port for all parts of the world, but with the 
prohibitive cost of improvement works—necessities, such as dredging 
the river and channels, the provision of new works, the reconstruction 
of out-of-date docks, sheds, warehouses, and the like—will all militate 
against its retaining its present premier position unless something is 
done. 


Reconstruction Essential for Modern Needs 


After all the prosperity of the docks is bound up with the prosperity 
of each manufacturer, merchant, shipper and business man in the port, 
and in their own interests these folk should take steps to insist on the 
port -being kept up to the maximum point of efficiency. It is not 
enough in these days that because Liverpool has served its merchants 
well in the past what is now provided will do in the future. Manchester, 
Garston, Preston, small but enterprising go-ahead neighbouring ports, 
have all schemes on hand for gathering in whatever trade they find 
Liverpool cannot deal with, and thus slowly but surely Liverpool will 
drop from her present position. 

Reconstruction from the engineering, mechanical and administrative 
points of view seem inevitable if Liverpool is to be ready to deal with 
the trade eras which will undoubtedly be inaugurated if all the schemes 
of the Government and business men go through. It is certain, 
however, that the schemes of the latter will come to fruition earlier 
than the former, and that as business men cannot wait they will go 
to that port which meets their requirements best. The movement of the 
various large liners from Liverpool to other ports is a disquieting 
symptom to those who have the welfare of the port at heart, and it 
seems a matter for much regret that the present administration, the 
commercial circles, and business men of Liverpool have not sufficient 
“hustle ” and “ginger” in them to make their port still the premier 
port of the British Isles. 








Read this authoritative statement of America’s place in world finance, and why New 
York failed to oust London from the premier position. 





‘The Financial Situation and America 


By L. W. ross 


Cue recent writers on the present position of the United States in 
international trade and finance have endeavoured to show that 
America has now definitely lost aW chance of becoming the financial 
centre of the world ; in fact, one writer has described this as the passing 
of the American bogey. This is both true and untrue, and like all 
ex-parte statements, gives a distorted view of the situation. No good 
can come of exaggerations one way or the other. Great Britain and 
America doubtless have to play different parts in righting the world, 
but it is clear that without each other’s help Europe, at all events, must 
sink into greater depths of despair. 

To obtain a proper perspective it is essential that we should get a 
thorough grasp of the present position of the United States of America 
in the international money market. A correct appreciation of all the 
factors also will reveal among other things that the depreciation in 
the London-New York quotation is not a real reflex of the status of the 
two currencies. One explanation is that the sterling is carrying in 
its quotation the depreciation of Europe’s currencies, but another, and 
a very important one, is that the U.S.A. has been passing through a 
very trying domestic financial crisis which has been affecting the sterling 
exchange in a way that few people realise. The appreciation in sterling 
that is now taking place is a good deal the result of the easing of the domestic 
situation in America, though other factors have operated to accentuate it. 

The war thrust financial greatness on the United States of America, 
to the full responsibility of which, however, she has not been able to 
rise, It is unquestionable that, from an international fmancial point 
of view, America just now is a little disappointing. This arises not so 
much from want of will but from a lack of national training and financial 
capacity. Many factors have led to this result, among which the 
following are the more prominent. 


The National W ant of Financial Experience 

The chief is that America has not had the centuries of financial 
experience which is the heritage of the English nation. The United 
States of America, without question, possess some very brillant bankers 
and men of wide imagination, but they are not supported by a vast body 
of efficient and highly trained men of banking experience to sustain 
them in their task, or to appreciate the wide vision of their outlook. It 
takes a long time, in fact a very long time, to build such a b’ghly trained 
organisation of personnel. 
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Political Difficulties 


The advent of the U.S.A. into the wider sphere of European 
diplomacy, which became necessary owing to the war, has not been 
altogether a success. Politically, the American nation has been let 
down rather badly by her leaders. It might be held that this is entirely 
a domestic concern. This view is, however, incorrect, for any nation 
that aspires to a dominant position in international finance must take 
not only a very active interest in world diplomacy, but must also inspire 
in other nations confidence in herself by not permitting international 
relations to become subservient to party politics. Mr. Lansing empha- 
sised how intimate political action and international commerce are 
sometimes, in a recent statement when he said: ‘‘ The relation between 
world trade and politics is so close that it is hardly possible to draw a 
line between political activities that are political and those that have 
an ultimate effect upon commercial relations.” Unfortunately, some 
of the politicians on the other side of the water have neither put their 
country’s wider interests in proper perspective, nor have they realised 
how much they are retarding its financial development by their attitude 
toward such international questions as the Peace Treaty. Before the 
United States of America can hope to become the financial centre of 
the world and before the dollar can operate as the standard of exchange, 
she must drop insularity. ` 


Operation of Tax Law 

Another important point is the absence of elasticity in their Income 
Tax practice. Take one example—the discrimination which in some 
cases makes interest from Bonds liable to Income Tax up to nearly 70 
per cent. This has led the rich investor to avoid taking up international 
issues, the success and development of which would have gone a long 
way to have made New York a real international money market. Other 
reasons have, of course, contributed to the practical failure of some 
of the recent foreign emissions there, but these are chiefly the result of 
a confined national outlook which can be removed by wise propaganda, 
while, on the other hand, the tax question is a difficulty inherent in the 
law of the country. 


Cramping Effect of American Banking System 
It should be remembered that not so very long ago (1907 in fact) 
America passed through one of the greatest financial crises in her history. 
This gave birth to the present fabric of the Federal Reserve Banking 
System. Much as this mew organisation, together with the economic 
conditions arising from the war, have improved the banking position 
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- of the United States of America, it is still stiff in its working as an 
international machine. Though it may not be admitted, one of the 
chief weaknesses of the banking laws of that country is the legal dis- 
crimination between the rates of interest for time loans and call money. a 
This differentiation may or may not be wise for a pure domestic banking 
service, but when coupled with international finance, it may develop 
an element of weakness difficult to correct sn time. It also tends to allow 
an undue proportion of available funds to be lent for Stock Exchange 
operations, where naturally, in the circumstances, the rates are higher. 
The certainty that those who borrow on time cannot legally be charged 
more than 6 per cent. interest also encourages a type of speculation that 
is, without question, a grave danger in a time of crisis. In the United 
States of America everybody speculates, but over-speculation in Stock 
Exchange operations can be corrected by raising the price of call 
accommodation in charging very heavy rates up to as high as 33 per 
cent., as was recently done. The banks, however, have not the same 
weapon against speculation in commodities which are financed by bank 
loans. This is very serious because unchecked over-production in any 
country can have infinitely more disastrous consequences to the com- 
munity than any Stock Exchange gamble. Again, produce in short 
supply withheld from the market, or manufactured goods in steady 
demand warehoused for a rise can, if largely financed by bank loans, 
have only a detrimental effect on the cost of living and create an 
unhealthy financial situation. Now, time loans on commercial transac- 
tions come under the usury laws of the United States of America banking, 
and, a3 a general principle, banks are not allowed to charge more than 6 
per cent. interest. (This restriction is sometimes avoided in a roundabout 
way to a small extent.) One of the items of the cost of production is 
the price of financial accommodation, and under the banking law of 
the United States of America a manufacturer can calculate that 
he will only be legally liable to be charged 6 per cent. per annum 
by his bank. An English manufacturer would have to take a 
much wider survey of the general international financial position, 
and to calculate how this is likely to affect his capacity to borrow at a 
reasonable rate in his own money market while he is selling his goods. 
Looking at the question from an insular point of view the American 
practice might perhaps be regarded as the more beneficial of the two 
to the manufacturer. This is not so, for in a crisis over-production and 
speculation in commodities are infinitely more difficult to correct than a 
strong Stock Exchange gamble—bonds are more liquid than steam 
engines or chairs. The want of elasticity in the United States of America 
banking, due to this discrimination in money rates, 1s one of the stumbling 
blocks in the way of that country becoming the predominant factor 
in international finance. The principle of fixed reserves has been 
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discussed many times, but whatever arguments can be used for or 
against it, it certainly gives a degree of rigidity and stiffness which 
it is not wise to have in any international financial organisation. 
Liquidity and freedom, as we'l as confidence, are absolutely essential 
to world-wide finance. 

A great demand for financial assistance has undoubtedly arisen 
m the U.S.A. domestic market. How great this is it is difficult for us 
to measure on tbis side of the Atlantic, but it has been considerable, 
and the sale of securities from Europe has helped to limit the amount 
available for domestic purposes. There is also a great deal of extravagant 
earnings expenditure in the United States of America that is absorbing 
possible savings. 

On the other hand, American bankers have developed to a high 
degree of efficiency the principle of service—there is nothing too difficult 
for a banker to do for his customer. This is an asset of no mean value 
and may easily determine the future character of banking, especially 
in its relation to foreign trade. It may also give American bankers 
an advantage in international finance which would offset to some extent 
the disadvantages under which they at present labour. 


London Still Financial Centre of the World 

The cumulative effect of all these things has been that New York 
is, undoubtedly, for the time being, out of the running for financial 
supremacy. The situation resembles that of an athlete who has eaten 
a very heavy meal before taking part in, say, a football match. A 
promising opening comes to him and he dashes down the field with the 
ball for the goal, his stomach being overloaded, his heart cannot stand 
the strain; he stumbles and fails | 

England, in spite of her immense difficulties, is going to remain, 
at any rate for the present, the financial centre of the world. She is 
for the moment financing foreign trade to a greater extent than any 
other country. Europe is operating, and must in the future operate, 
chiefly through London. The Near and Middle East almost inevitably 
must do the same. The bulk of the Indian operations will also come 
through London. America is concentrating a good deal of attention 
on developing trade with the Far East and South America, where the 
balance of trade is, in some cases, heavily against her. The silver 
exchanges have been peculiarly a speciality of English finance, and 
it is questionable whether the United States of America has yet sufficient 
experience of Eastern business to ebtain a commanding position in that 
sphere. London is equipped so efficiently for this business that New 
York will have to go a long way to give to.the Eastern countries the 
same advantages. America has failed for the moment in her major 
ambition to make New York the financial capital of the world, but, 

26 





Have you read Mr. Keynes’ sensational criticism of the Peace Treaty from the coonomioc 
view-point ? This article tells you all about tt. 





owing to the reversal of her role from a debtor to a creditor nation, 
America has gone a considerable way towards fulfilling a legitimate 
ambition to become ome of the international money markets. For the 
moment Berlin is out of the picture, and Paris is not the factor it was 
before the war, and some of their glory and power has passed to New 
York. This is a result that could hardly be otherwise in the circumstances. 

While, for the time being, the United States of America is clearly 
out of the running for supremacy in international finance, it would be 
foolish to assume that that great country, with all its vitality and great 
possibilities, with its youth and energy and absorbing ambition will 
not come again in strong competition with Great Britain for financial 
supremacy. Whether she will ever gain such a dominant position will 
depend upon the acquisition of many things in which she is at present 
wanting, and particularly whether she is able to work upon the fine 
lines that London does, whether she can educate a mass of skilled 
banking people such as we possess on this side, and whether she is able 
to develop the large foreign and international business that we have 
accumulated by centuries of concentrated effort. 





The Economic Consequences of Peace 
An Outline of Mr. Keynes’ Arguments 


T is not often that a book on an economic issue creates such a sensation 
as Mr. Keynes’ The Econòmic Consequences of Peace. Edition follows 
edition with extraordinary rapidity ; sermons are preached on the book 
and articles are written on it in swift succession. It has aroused Prime 
Ministers and Presidents of Republics. It has called for answer from 
what are called “high places.” Mr. Keynes is well known as a sound 
economist, a Fellow of King’s College, Cambridge. During the war he 
was attached to the Treasury and his name may be found in last year’s 
Whitaker's Almanack as the junior principal clerk to the Treasury. 
He was the official representative of the Treasury at the Paris Peace 
Conference ; he sat as deputy for the Chancellor of the Exchequer on the 
Supreme Economic Council. He withdrew in June, 1919, when he 
found that the Peace Treaty would not be modified and he writes this 
startling book to state his reasons for believing that the whole policy 
of the Conference towards the economic problems of Europe was wrong. 
It is an amazing position, and it raises a very important question in 
Civil Service ethics. However, as Mr. Keynes’ fundamental position 
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is that the Treaty is a violation of what he regards as the original under- 
taking on which the Armistice was arranged, one can quite see that he 
felt his position acutely. The second issue is somewhat more directly 
connected with finance and economics. In addition to thinking that 
the Treaty was a violation of honour, he thinks it is unsound financially 
in that it will prevent the rehabilitation of the trade of Europe. It is 
this second issue which we shall examine here, merely elucidating the 
statements of facts and expressing no opinion. 


Startling Statements 


Mr. Keynes says that before the war Germany’s economic system 
depended on three main factors: (1) Overseas commerce; (2) the 
exploitation of her coal and iron and industries built upon them; (3) 
her transport and tariff system. ‘‘ The Treaty aims,” he says, “at the 
systematic destruction of all three, but principally of the first two,” 
and he proceeds to examine it point by point in order to prove this strong 
statement. His analysis includes many startling ` statements, as, for 
example, that not only is German sovereignty banished from her late 
overseas dominions, but that the persons and properties of German 
individuals resident or owning property in those parts “are deprived of 
legal status and legal security,” and that the same provisions cover the 
private property of individual Germans in Alsace-Lorraine. In the 
examination of the second and third factors he brings out similarly 
astonishing facts, more particularly the influence which the Treaty will 
have upon the trade of neutral countries. Of course in September, 
1919—probably while Mr. Keynes was writing his book—the Coal 
Commission modified the arrangements as regards coal and iron and 
made an arrangement which was to be rather of the sliding scale type. 


Indemnity Claims Analysed 


In respect of the indemnity Mr. Keynes gives us the fullest details. 
He gives us the wealth of different countries in 1913 and he reaches his 
own figures for the reparation which ought to be made. He says that 
in the Annuatre Statistique de la France, 1917, the value of the entire 
house property of France was {2,380 millions. The French estimate 
of £800 millions for the devastated area he declares to be too high and 
quotes Professor Gide in his support. He argues that “not above 10 
per cent. of the area of France was effectively occupied by the enemy, and 
not above 4 per cent. lay within the area of substantial devastion ” ; 
he declares that only two towns were destroyed—Rheims and St. Quentin 
—and that Calais and Boulogne were increased in value by new British 
works there. It is a process of minute analysis, and in the end it reaches 
£500 millions as a reasonable figure. French ministers gave strange and 
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varying figures. M. Dubois gave £2,600 millions; M. Klotz gave 
£5,360 millions. However, leaving it at the outside figure (as Mr. Keynes 
would say) of £800 millions, Belgium £500 millions, Great Britain £570 
millions, and other Allies £250 millions, we reach the total £2,120 millions 
as the “ general magnitude,” and then Mr. Keynes goes on, with equal 
detail, to analyse Germany’s capacity to pay, reaching a figure which is 
just as big a surprise, and is not widely different from this figure. 


Mr. Keynes’ Point of View 


Of course, Mr. Keynes wants to get trade going again. He wants 
to put the world on its feet. That is his point of view throughout and 
those who accept that pomt of view should study the book. They will 
find much to think about and an abundance of economic fact, especially 
on such subjects as international loans, from a writer who was in an 
exceptional position for being able to unravel the tangle. Here is a 
little table which is worth thinking over— 











. Loans to 
United Kingdom 
France. z 
Italy 
Rumia 








And, let us add, £568,000,000 to Russia includes no interest since the 
Bolshevik revolution ! J. L. 


Sheffield Firm’s Profit-Sharing Experiment 


TE Brightside Foundry and Engineering Company, a well-known Sheffield 
concern, have adopted an interesting scheme fo giving their workmen a 
direct interest ın the business Ten thousand new Ordinary shares of £1 each are 
to be issued to the employees at par, which 13 a very advantageous figure, seeing 
that the company’s present shares are quoted at about 35s. These new shares 
will carry all the privileges of existing shares, except that they will not be negoti- 
able. In the event of a holder dying or leaving the service of the company the 
shares will be returned to the directors at par, to be allotted to other employees 
Under the scheme no employee may have more than 250 shares Easy terms of 
payment are to be arranged, the workmen being asked to appoint a committee to 
confer with the directors on the matter. 
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Modem Publicity 


By ArTHuRn W. DEAN 
No. 3. Originality 


Corr business men have made a nightmare of origmality. Frankly, 
they are afraid oft. They are satisfied with workmanlike efficiency ; 
it is safe and brings busmess. In a word, they see no reason.for renounc- 
ing the orthodox. An illusion that out-and-out originality implies risk 
is accepted as concrete and factual. But the American press disposes 
of this objection. (Here I might observe that the idiom of the U.S.A. 
can only be “original ” outside the States, but that does not detract 
from the freshness and superb mdependence which characterise the 
American advertisement.) Apparently, a belief exists that originality 
tends to threaten dignity and prestige. That completes the illusion. 
It is, then, a question of sales and dignity. 


Schopenhauer and Originality 

Imagination and enterprise are complementary to originality. An 
original man is essentially courageous and enterprising. Publicity, I need 
hardly say, was not ın Schopenhauer’s mind when he said that “ great, 
genuine, and extraordinary work can be done only in so far as its author 
disregards the method, the thoughts, the opinion of his contemporaries, 
and quietly works on in spite of their criticism. . . .”” I willnot presume 
to comment on that, but the reader should consider it as a classic definition 
of the manner by which originality may be attained. Wittingly or 
unwittingly, the British advertiser emulates the method of his contem- 
poraries. And yet it is not so much that he lacks the moral courage to 
disregard that method as that a habit of mind is governing his publicity. 
The conventional method is in the atmosphere; it is everywhere and 
evcrybody feels its influence. Metre, the bit in the mouth of the poet, 
reduces the wild, unpulsive gallop to a formal canter. In music, too, 
the original man is inappreciably articulate ; to-day there are no Wagners. 
’ But publicity as a department of art is without laws and limitations. 
There is no metre to regulate expression. Why, then, is there a common 
technique? Because our advertisers are respecting artificial, self-imposed 
regulations. 


The most Powerful Selling Instrument 


I will assume that our advertiser has embraced art as an ideal means 
of commercial expression, and that the sales traceable to publicity are 
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satisfactory. Now the point is whether the efect of his publicity can be 
heightened. The current economic situation may be left out of the 
argument since advertising is concerned more with the future than the 
present. In the advertising of those who hav2 given the subject proper 
and careful study there is a certain level of efficiency. A piece of publicity 
which is all sheer art comes one’s way occasionally. That represents 
more than mere efficiency and, at the moment, it is the most forceful 
of all selling instruments. But the firms using first-rate ideas and the 
finest commercial art available are getting info a groove; indeed they 
have been in it some time. They seem to be resting on their oars. As I 
said before, they are satisfied. You say, “ Eut who wants more than 
efficiency?’ Tub-thumping as a method of advertising was efficient 
because there was little else in its day. Art put an end to tub-thumping. 
And now art is the hope of publicity; it is already established, its 
influence is spreading. Everybody knows that it has captured the future 
in advance and so fulfilled its legitimate destiny. I can see the day when 
all advertising will become efficient through art. There will be one 
grand level; first-rate commercial art will be a commonplace, and the 
only people above that level will be those who choose to be unconventional. 
Their publicity will be art plus originality. 


The Fate of an Original Idea 


There is no originality in the man who, after deep study, comes to the 
conclusion that there are precisely seventeen different ways of looking 
at a certain subject. He has not found a tenth of the possible view- 
points. British advertising is suffering from e shortage of view-points. 
This, again, is artificial. A subject can be seen from the inside just as 
easily as from the outside. Our advertisers ars looking at their various 
subjects through a common keyhole. In America—where even keyholes 
are original in shape—they have opened the door. Not long ago a big 
and magnificently dignified house.in the north asked me for an original 
idea for a press advertisement. I gave them an original idea. But it 
was too much for them. They liked it, but it never saw printers’ ink. 
They were afraid; it was too unconventional, too daring. I was not 
surprised. Such an attitude comes, I think, from an erroneous conception 
of the public taste. An intelligent advertising policy cannot be framed 
on the basis of Mrs. Grundy’s four-o’clock-tea notions. You say that is 
absurd. I say it is ridiculous, and yet it is attempted. Everything, save 
that which is, either wholly or in part, indelicate, should be admitted into 
our advertising. Originality in its grosser forms makes a strong appeal, 
but only in its more recherché manifestations will it agree with art. 

Very soon business men will be compelled to readjust their views. 
They will need elasticity of mind and independence of outlook if they are 
to keep their publicity modern. In a word, they must reinforce art with 
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originality. It can be done to-day. And the nonconformists of advertis- 
ing—the restless, enterprising people who decline to acknowledge an 
accepted idiom or formula—will score heavily. 





The Brangwyn Touch 


Two years ago one of the leading firms of dyestuffs manufacturers 
commissioned Frank Brangwyn to make a number of drawings of their 
works. They were reproduced by the high light process, and published 
as an advertisement (in the shape of a supplement) by a very distinguished 
morning newspaper. IJ regard that supplement as a masterpiece, and the 
little work I did in connection with it as being amongst my most plea- 
surable experiences. Instead of achieving the commonplace through an 
architect’s draughtsman or a photographer, originality was attained 
through Frank Brangwyn. And dignity, needless to say, was preserved. 
The result was most striking, as, I think, nothing quite like it had been 
done before. That is one form of originality—expensive but profitable. 


Art and Originality 

Originality gives art fresh scope and vigour. Art has taken a definite 
place in publicity, and it will continue to exert its influence with the 
growth of originality. That influence will be of a refining nature. Indeed, 
art will remain the greatest power of all. The developments in art should 
give a spur to the original mind and bring about that truly exceptional 
expression which has so great a commercial value. 

The houses hoping to maintain or create foreign trade will need this 
combination of first-rate art and originality if they are to compete with, 
say, the U.S.A. Those, too, who are interested solely in the home trade 
must consider its immediate adoption. There is a vast fund of invention 
in this country, and it should be applied instantly. Time cannot be 
wasted when there is so much leeway to make up. 











There are 1,292,000 daily calls over the London telephone area. Read thse detailed 
description given below of the organisattori of thia gigantic service. 





The London Telephone Service: 


Its Organisation and Work 
By P. W. H. Mayrooorx 


No that the London Telephone Service is so prominently before 
the general public a brief description of the organisation and work 
of that much discussed institution will be of interest to readers of this 
magazine. 

First, as to the position of the London Telephone Service in the 
main Post Office organisation. The supreme control is vested in the 
Postmaster General, who is directly responsible to Parliament in respect 
of all Post Office activities, Postal, Telephone, and Telegraph. Reporting 
to him, and in charge of the Headquarters permanent administrative 
staff is the Secretary, whose control is exercised through the agency of 
five principal branches dealing respectively with Staff (Establishments), 
Staff (Personnel), Telephone and Telegraph, Home Mails, and Foreign 
and Colonial Mails. Each of these branches is under the control of an 
Assistant Secretary. The Secretary's Office deals with the more 
important questions of policy and principle. 

Under this organisation, and for the more executive functions as 
distinct from general administration, Telephone work falls naturally 
into two main divisions (4) Engineering, and (6) Traffic and Commercial. 
Engineering work is entrusted to a separate Department under an 
Engineer-in-Chief, reporting direct to the Secretary. Traffic and 
Commercial work is controlled in London by the Controller of the London 
Telephone Service, and in the Provinces by administrative officers termed 
Surveyors. These officers are responsible to the Secretary for all branches 
of Post Office work in certain specified areas into which the United King- 
dom is divided for purposes of general Postal administration ; and in 
the field of Telephone work they exercise control through the agency 
of officers called District Managers, who are resvonsible for the Telephone 
work of their respective areas. = 

The function of the Engineering Department is to provide and 
maintain the technical equipment involved in supplying the public 
demand for service; the function of the Traffic Branch is to regulate 
its use by the operating staff and to measure the public demand for 
service; while the Commercial Branch deals with the subscribers’ 
contracts, determines the location and number of new exchanges required 
by the business development of the area, and collects the revenue. The 
Traffic and Commercial Branches in London together form what is 
known as the London Telephone Service Department. The Engineering 
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work of the area is under the control of the Superintending Engineer 
of the London District reporting to the Engineer-m-Chief. 

The Controller of the London Telephone Service is directly responsible 
to the Secretary for the administration of the two non-engineering 
branches of telephone work described in the foregoing paragraph. 





Reporting to him is the Deputy Controller, who co-ordinates the work 
of the Traffic and Commercial Branches, each of which is in charge 
of an Assistant Controller, who exercises his functions through the 
agency of a number of officers of the rank of Superintendent. The 
diagram here given shows the line of responsibility of the various officers 
concerned, together with the various sections into which the work is 
divided. It may be of interest to deal briefly with the main functions 
of the principal branches, beginning with — 


The Contract Branch 

The main function of the Contract Branch is the development from 
the “business” point of view of the telephone system. It studies and 
forecasts the telephone development of the area, obtains orders for 
telephone service from non-subscribers, extends and improves existing 
service by bringing before subscribers whose telephone facilities are 
insufficient, evidence of their actual business requirements and by 
expert advice as to the service and apparatus best suited to specific 
business needs. It arranges the removal of installations, as well as 
changes from one rate to another; and generally makes known to 
the public the advantages and possibilities of telephone service. 

The work of the Contract Branch is organised in two main sections 
(a) the Headquarters Contract Office, and (b) the District Contract Offices. 
The Headquarters office, which exercises general administrative control 
over the District offices, deals with all Contract matters involving more 
than one District Contract, area, e.g., development studies, new rates, 
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general statistics, subscribers renting installations in more than one 
district, and cases involving discussion with other departments of the 
Post Office. 

For purposes of general Contract work, the London telephone area is 
divided into six districts, each under the control of a District Contract 
Agent, assisted by a staff of clerks and Contract Officers. The District 
Contract Agent acts as the local representative of the Controller in all 
routine Contract matters. Subscribers are thus able to obtain locally 
all information as to rates and conditions of service, while this measure 
of decentralisation economises the time and expense that would be 
involved in the concentration at the central point in London of all 
aspects of Contract work. 


War Paralysed Telephone Development 

The war came just as the Contract Branch had completed its greatest 
work—probably the most comprehensive effort of its kind ever under- 
taken by any telephone administration. After months of patient work 
the whole of the gigantic London area—the largest single administrative 
telephone area in the world—had been studied, in its more important 
thoroughfares street by street, house by house, and in certain cases room 
by room. From the statistics so obtamed, the probable telephone 
development of the area ten, fifteen, and twenty years hence was 
estimated. As a result of this and similar studies, twenty-four new 
exchanges and ten extensions of existing exchanges were in hand at the 
time when the Teuton flung down, his gage of battle for world dominion, 
which, by the resultant withdrawal of between 50 and 60 per cent. of 
the male staff for military service, has inflicted on the Post Office the 
heavy handicap of nearly five years paralysis of its telephone 
development. 


The Trafic Branch 

It is an easy and natural transition from the branch which introduces 
the public to the service to the branch which, more than any other 
single branch—except the Engineering Branch-—may be said to provide 
that service. Engineering Branch to provide and maintain the equip- 
ment: Traffic Branch to use it. Co-equal in the sense that both are 
necessary to the production of telephone service, these two departments 
of telephone work form an inseparable partnership upon which the 
success of the Telephone industry ultimately depends. Fundamentally 
they represent the heart of the service organism. 

Before describing the main organisation and functions of the Traffic 
Branch it may be desirable to define the word “‘ Traffic.” In telephone 
work, the term covers all that is involved in the #se of the technical 
equipment of telephone service as well as being the collective name for 
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the calls made by subscribers. The Traffic Branch, therefore, controls 
the 73 exchanges which give telephone service to London, recruits and 
trains their staffs, and generally is responsible for ascertaining and 
placing before the administrative authorities all the requirements of 
efficient service. i 

Like the Contract Branch, the Traffic Branch organisation is of a 
twofold nature, a functional organisation at headquarters and a terri- 
torial organisation for local control. The branch is in charge of an 
Assistant Controller. Reporting to him are three Superintendents, in 
charge of the three Divisions of the headquarters Traffic Branch, one 
of whom controls the five local Traffic Districts into which the area is 
divided. Each of these Districts is controlled by an Assistant 
Superintendent of Traffic. 


Headquarters Organisation 


The three Divisions of the Headquarters Traffic Branch deal respec- 
tively with (1) Staff (Personnel) and Service, (2) Equipment, Statistics, 
and Buildings, and (3) Female Exchange Staff. The first two Divisions 
comprise five sections, the work of which is as follows— 

STAFF SECTION. This section is responsible for all questions of 
principle in regard to the recruitment, training and discipline of the 
male staff of the Traffic Branch, and for all matters connected with their 
transfer, promotion, or retirement. The work of the well-equipped 
operating schools, in which the recruit spends the first five weeks of 
service before entering the exchange, is under the control of this section ; 
which also conducts the various efficiency tests, and handles all questions 
relating’ to the establishment, wages, pensions, or gratuities of both 
male and female Traffic staff. 

SERVICE SECTION. As its name implies, the function of this section 
is the general supervision of the quality of service given by the exchanges. 
It has facilities for observing all details of the work of the telephonist, 
and for forming a complete statistical picture of the service as received 
by the subscriber from the standpoints of accuracy, courtesy, and speed. 
Continuous and detailed observation is maintained; and the statistics 
are collected, analysed, and published for the information of the 
operating staff, wbich can thus direct its attention to points in which 
improvement is particularly desired. By means of this system the 
administration is at all times aware of the standard of service the 
telephone public is receiving, and is able to know when and how far any 
public criticism of the service is justified. Attached to the branch is a 
staff of officers whose duty is to visit subscribers’ premises and test the 
service from their instruments. 

Statistics SECTION. This section deals with all questions of Traffic 
principles, methods, standards, loads, and the “ Establishment ” aspect 
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of staff matters, t.e., the necessity for increase or decrease in the 
authorised Traffic staff. It is responsible for the collection, analysis, 
and study of Traffic statistics, for the investigation of Traffic problems 
and new methods; and for keeping under review the work-pressure on 
the Telephonist force with the object of maintaining a degree which will 
permit of efficient service without detriment to the health of the staff. 

EQUIPMENT SECTION. The Equipment Section is responsible for 
measuring and ordering the Exchange equipment shown to be necessary 
by the data furnished by the Statistics Section. It recommends the 
type of exchange equipment to be installed, and is responsible for 
ensuring that authorised standards are adhered to, and that all necessary 
equipment is provided and tested before a new exchange is opened. 
It supervises the establishment and equipment of private branch 
exchanges, and the transfer of subscribers from one exchange area to 
another as réquired by general Traffic development. 

Buiipines SEecTIoN. This section takes all questions relative to the 
acquirement or alteration of premises for Exchange purposes ; preparing 
and criticising sketch plans and ensuring that new buildings or additions 
meet the requirements of the work. : 

FEMALE EXCHANGE STAFF Division. This Division is responsible 
for’ the recruitment, promotion, transfer, and sick absence procedure of 
the female Exchange staff. It is responsible also for staff welfare ; and 
its Superintendent (a lady) is in direct control of the Supervisors in charge 
of exchanges in relation to all distinctively feminine matters. 





District Traffic Organisation 

For purposes of general control ihe 73 exchanges of the London 
area are divided into five groups, arranged so as to provide an approxi- 
mately equal bulk of local administrative work. Each such group forms 
a Traffic District. The accompanying map shows the various Traffic 
Districts ; and incidentally gives some idea of the extent of the area 
over which the London Telephone Service Department operates. 

Each Traffic District is under the control of an officer known as a 
District Superintendent of Traffic. He is assisted by a staff of District 
Superintendents of junior grades, together with a small clerical staff 
for the work of the District Office. 

The District organisation is purely territorial All aspects of 
exchange work, staff, equipment, and service, come within the province 
of the District Superintendent, who is responsible to the Superintendent 
of Staff and Service (Headquarters) for the efficient co-ordination of 
traffic and facilities at all exchanges in his District. Using the District 
office as a centre, the District Superintendent and his staff visit 
systematically and frequently all the exchanges in their group, studying 
on the spot all Traffic problems, advising or instructing the Supervisor 
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in charge on all matters of doubt or difficulty, and generally keeping 
closely in touch with the practical work of the exchange and the welfare 
of its staff. So far as the duties of the District Traffic Staff can be 
described in a few words, they consist in the practical application to the 
working of exchanges of the standards and rules laid down by the 
Secretary or the Controller as the case may be. 


The Telephonist’s Guide, Philosopher, and Friend 

Each exchange is under the control of a Supervisor-in-Charge, 
responsible for the efficiency of the operating work to the District 
Superintendent. Reporting to the Supervisor-in-Charge are supervisors 
of junior grades whose number and status vary according to the size 
of the exchange concerned. One supervising officer is appointed for 
every eight telephonists authorised. And here it may be remarked 
that the Supervisor is a very different being from that which the word 
suggests to so many people. A good supervisor is the guide, philosopher, 
and friend of her charges. The supervisor who is a combination of 
task-mistress and policewoman would be counted a failure in the London 
Telephone Service. 


Five Thousand Telephonists 

Last—but collectively the most important, for they are the real 
makers of telephone service—come the Telephonists, some five thousand 
in all and one of the pluckiest, cheeriest, and most self-sacrificing bodies 
of girl workers in the kingdom, as it is certainly one of the most mis- 
understood. A description of the method by which their daily work is 
regulated according to traffic needs would occupy too much space for 
inclusion in the present article, though a matter of general business 
interest. 


Staff Conferences 

Work-interest is strong in the Traffic Branch and its associated 
exchange organisation. Telephonists and Supervisors each have their 
periodical meetings for the frank and informal discussion of matters 
of interest arising from the daily work. There are weekly conferences 
between the District Superintendents, and monthly meetings of all 
the principal Traffic officers and Chief Supervisors. In addition, the 
telephonists have a society of their own—the London Telephonists’ 
Society —for the reading and discussion of papers on subjects connected 
with their work; while in the Post Office Telegraph and Telephone 
Society telephone workers meet their brethren of the sister service in 
similar discussions on matters of mutual business interest. Both these 
societies are thoroughly democratic, telephone workers of all grades 
meeting on the basis of a common public service for the frank expression 
of their views. 
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Requiring as it does an intimate practical knowledge of complex 
electrical apparatus and an equally intimate knowledge of administrative 
principles, Traffic work calls in a measure for a combination of the science 
of the engineer and the scholarship of the clerk. The Traffic Establish- 
ment of the London Telephone Service is, therefore, separāte from that 
of the clerical branches, which do not 1equire the dual qualification. 
As a quasi-technical branch, the Traffic Branch occupies an unique 
position. It is the administrative link between the subscriber and the 
engineer. 


The Accounts Branch 

The third of the main branches of the London Telephone Service 
organisation deals almost exclusively with the collection of the revenue 
—telephone rentals, fees, and miscellaneous charges. The Accounts 
Branch is organised in two main divisions: (1) Rentals, and (2) Fees, 
each under the control of a Superintendent. 

Tae RENTALS DrvisIon is organised ir six sections, three of which deal 
with the rental accounts of the London area, divided so as to produce 
an approximately equal amount of clerical work. The principal function 
of these sections is to issue the rental accounts and reminders, to deal 
with all correspondence resulting therefrom, and to keep all records and 
statistics in regard to lines, “stations” (#.¢., speaking points), and 
revenue. Another section, called the Installations Section, is responsible 
for issuing to the Engineering Department “ advice notes” of all work 
required either in connection with subscribers’ new lines or in regard 
to alterations of existing lines. Advice notes are also issued to cover 
charges to telephone subscribers for services which do not involve 
engineering work. It is an axiom of the accounting organisation that 
no work should be done, and no debit raised or altered in a ledger, without 
advice note authority. A further section of the Rentals Division called 
the Outstanding Accounts Section, deals with all accounts which remain 
unpaid after all ordinary steps have been taken. It issues County 
Court summones, carries out such Court procedure as may be necessary, 
and deals with all correspondence arising from cases bandled. 

The last of the six sections of the Rentals Division —called the Cashiers’ 
Section—is responsible for the banking of all monies received at the 
Controller’s Office, the payment of wages to the office staff, and the 
collection of money from coin-boxes. The public inquiry counter is 
attached to this section, which also controls the Registry—the branch 
responsible for the sorting and filing of correspondence for the office as 
a whole. 

Tse Fers Drvision. As its name implies, the main work of this 
Division-—~which is staffed entirely by female officers under the control 
of a Superintendent of that sex—is to keep the local and trunk fee 
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accounts of London subscribers. These accounts are distributed among 
five sections. As in the case of the Rental Sections, the Fee Sections 
are responsible for dealing with all Fee accounts and questions arising 
thereon. Where correspondence with a subscriber has reference both 
to rental and fee charges, the case is dealt with throughout by the Rentals 
Division, which obtains the necessary information as to the Fee items 
from officers in the Fee Sections. 

In addition to the Fee Sections, there are four sections whose work 
and functions are as follows— 

(1) THE SORTING, AGREEMENT, AND TICKET SECTION. This section 
is responsible for the circulation and filing of subscribers’ agreements, 
the entering of Trunk charges on subscribers’ Trunk accounts, and for 
dealing with all queries arising on Trunk and Telegram charges. It 
is responsible also for the sorting and tracing of tickets on which certain 
classes of telephone calls are recorded—Trunk calls, for example. 

(2) Tae CASHIER’S AND CALL OFFICE SECTION, dealing with remit- 
tances received by postin conjunction with the Cashier’s Section of the 
Rentals Division—and with the Call Office and Coin-box records. 

(3) THz DIRECTORY SECTION, responsible for the preparation of the 
London Telephone Directory. 

(4) THE Starr SECTION, whose function it is to keep the staff records 
of the female officers employed on the clerical establishment of the 
London Telephone Service. This section also deals with all general 
questions affecting the women in the clerical grades. 

A Typing Section, which carries out the shorthand, typing, and 
stencilling work required by the London Telepltone Service, is also 
under the control of the Superintendent of the Fees Division. 

Staff matters affecting both male and female staff, or embracing 
more than one branch, are dealt with in a small section known as the 
General Staff Section, under the immediate supervision of the Deputy 
Controller. 


Reconstruction of the London Telephone Service 


As in the case of the rest of our industries, the present-day activities 
of the London Telephone Service may be summed up in the much-used 
word “reconstruction.” Covering an area of 640 square miles, -with 
its 73 exchanges, its 146,000 subscribers, and its daily traffic of 1,292,000 
calls, the London Telephone Area, even in normal times, provides a full 
day’s work. Added to this there is now the war’s work, represented by 
five years arrested development. 

The first item on the reconstrnction programme is the provision of 
the twenty-four new exchanges about to be put in hand when war began. 
This work is now actively in progress. In addition, the joining up of 
new lines to existing exchanges is proceeding rapidly. Though it 18 
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probably a little difficult for those who are waiting for new lines to 
realise this, in London alone 22,000 new lines have been provided since 
the Armistice. Incidentally, it may be of interest to explain here a 





LONDON TELEPHONE SERVICE : MAP OF TRAFFIC DISTRICTS 


point which puzzles many, 4.¢., how it can be truthfully said that a 
line cannot be provided when a telephone is already installed on the 
premises. Though the telephone may be there, the wires formerly 
connecting it with the exchange may have been used for another circuit. 


Staf Difficulties 
Concurrently with the reconstruction of exchange facilities, the 
London Telephone Service has to reconstruct its exchange staff. During 
the war it has lost over 5,000 of its best telephonists, attracted by the 
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‘highly paid but temporary work for women, resulting from the with- 
drawal of men for military service. Their places had to be taken by new 
recruits, with the result that an experienced staff was transformed into 
an inexperienced staff. Thus now, more than a year since the Armistice, 
the exchange staff of the London Telephone Service contains nearly 
four times the normal proportion of inexperienced staff. In this connec- 
tion it is important to remember that the training received in the 
operating school can only prepare the recruit for service in the exchange. 
The most important part of her training cannot begin until she takes 
up duty at the switchboard, and at least two years of such service is 
required to produce a fully efficient: worker. Strenuous efforts are 
being made to “ get ahead of Time” in this respect by special coaching 
of the juniors by the supervising staff. Fortunately, recruitment is 
now satisfactory. Increased pay, together with the restriction of the 
field of female labour owing to the return of men from military service, 
have combined to restore to the telephone service its old attraction 
as a suitable field of employment for girl workers. 

In reconstructing the corporate efficiency of its exchange staff, the 
London Telephone Service is reconstructing its standards of service, 
which have suffered severely by the withdrawal of its experienced 
workers which began on a large scale towards the end of 1916. But 
here again distinct progress can be reported. Lectures setting forth 
service standards and ideals, supplemented by careful training in the 
practical work of the exchange, together with a general improvement 
in the corporate health of the staff through the cessation of war-time 
anxieties, have enabled the operating staff to make a fresh start towards 
the goal which began to come in sight when the war paralysed industrial 
development. 


New Developments: Automatic Exchanges 


Many and pressing as its everyday problems are, the London Tele- 
phone Service is not blind to the possibility of new developments in 
telephony. A member of its staff formed one of a special commission 
of experts which has just returned from America, where it has been 
investigating the latest developments in automatic telephony. As 
between automatic and manual systems when applied to a multi- 
exchange area, such as London, the great question at issue is that of 
relative cost, and it will be the economic issue which will decide whether 
machine or manual switching will provide London’s future telephone 
service. It may be that the problem will be solved by the discovery 
of a form of wireless telephony which will give the London Telephone 
Service the only motto that will describe the scope of its activities to the 
satisfaction of its telephone men: Urbe urbium finibus mundi. 
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Building Up Staff Efficiency 


How a Big Departmental Store Trains Successful Employees 


‘JHE application of psychological methods to the treatment and 
training of business workers is as yet in its infancy, but the remark- 
able results which have already been achieved deserve the careful 
attention of every employer. Greater progress has been made in 
America in the way of applying the facts of psychology to business 
life than in this country, but more than one enterprising English firm 
has conducted experiments on the lines indicated with excellent results. 
The system of discriminating between individuals by psychological tests 
is thus working its way into business circles ; and according to Professor 
John Adams, an eminent authority, the business psychology rules which 
he hopes to see generally recognised in a few years’ time, “ will enable an 
employer in one short interview to determine accurately whether or 
not a man is likely to be successfal in the job for which he is applying.” 

Pioneers in this new branch of business science, as in so many others, 
Messrs. Selfridge & Co. have for some time adopted with signal success 
a system of staff training based on the facts of psychology at their big 
Oxford Street departmental store. Thé General Manager, Mr. P. A. 
Best, is himself a trained psychologist, and the early adoption of modern 
psychological methods was largely due to his own keen personal interest 
in the subject. 

In a recent interview, Miss Gladys Burlton, the Director of Education, 
kindly gave a representative of BUSINESS ORGANISATION AND MANAGE- 
MENT some interesting details of the Selfridge scheme of staff training, 
and incidentally explained the psychological ideas upon which it was 
based, 


The Elimination of Fear 

“ Our main object,” said Miss Burlton, “in dealing with the members 
of our staff, is the elimination of fear. In the old-fashioned business, 
fear is the ultimate basis of efficiency. We seek to inculcate a new 
motive of efficiency, the motive of social service. Every encouragement 
is given to the individual assistant to work out her own salvation. 
Make it understood that authority has quite falsely become associated 
with fear; establish the feeling of complete confidence between the 
members of the staff as a whole, whatever their position ; release the 
pent-up repressed emotions induced by fear; and you immediately 
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change the whole attitude of the individual towards her work. Business, 
instead of an irksome routine, immediately becomes a means of 
expressing the personality in happy social service. Efficiency becomes 
an ideal, a means to individual happiness.” 


A Typical Sales Demonstration 

The right attitude once established, it would appear comparatively 
simple to induce the assistant to study the practical details of efficient 
service. This is accomplished in a variety of ways: one example must 
suffice. Selling demonstrations are arranged from time to time in the 
various departments by the Director of Education. She gathers round 
her a small group of the assistants, and one of them proceeds to imper- 
sonate a customer—almost every type is studied in turn, from the timid 
and hesitating to the worried, irritable, and impatient client. Soon 
every member of the little group is deep in the study of salesmanship 
under the guidance of the Director. Faults of manner or of taste, or 
of speech, are pointed out in quite a matter-of-fact way by the more 
critical members of the group; every assistant is encouraged to express 
her own opinions, to suggest improvements, or to criticise the selling 
methods adopted by the others, bearing in mind the policy of the firm, 
that “an immediate sale is nothing compared with making a friend for 
the house.” i 


Staff Controllers all Psychologists 


By such helpful methods, progress is inevitable. An efficiency chart 
for every member of the general staff is kept, and a record of the pro- 
gress of every assistant is consulted at regular intervals by the Staff 
Manager. The Staff Controllers are solely responsible for the engage- 
ment and salaries of assistants. They are all students of psychology, 
and they utilise their knowledge not only in the engagement of new 
assistants, but in carefully watching the progress of every member. 
When it is found that assistants are unsuitable for particular positions, 
their qualities as well as their deficiencies have been noted ; and instead 
of being discharged as would almost invariably happen in the old- 
fashioned business, they are given opportunities to make good in other 
departments. Sometimes they do quite admirably. Should a valuable 
appointment fall vacant, the Staff Controllers can immediately place 
their hands upon the man best fitted to fill it, because they are 
constantly on the look-out for the display of special ability. 


How Faults are Corrected 
Mistakes will occur, of course, even in the best regulated departments. 
At Selfridge’s, a record of every mistake made by every assistant is sent 
to the Education Department, not for censorious criticism, but for study 
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and understanding in order that steps may be taken to obviate it in the 
future. Asked how faults were eradicated, Miss Burlton replied: “ In 
various ways, according to the special circumstances of each case. 
Sometimes by a perfectly friendly chat with the assistant concerned ; 
sometimes by informal discussion with all the assistants in his depart- 
ment, when, of course, the assistant’s name would not be mentioned.” 
The principle at the root of all such action, she added, was: “ Get the 
individual to understand his fault, and it is already half corrected.” 

A little sympathy and kindly tact soon unlocks the mental barriers, 
and the cause of the trouble can then be helpfully investigated. Miss 
Burlton has formulated the axiom: “ A defensive attitude is in itself 
a confession of weakness,” and she is quite capable of defending it 
without any reliance upon what is sometimes contemptuously described . 
as merely woman’s logic. 

“The time may come when we shall need a psycho-analyst on the 
staff,” she declared. “ It is a possibility. I have sometimes felt the 
need in cases of serious difficulty, where it has seemed almost impossible 
to arrive at an understanding of the trouble by ordinary means, to have 
a scientific analysis made of the individual’s character. So much is 
hidden under the layers of repression in every one of us.” 


The Selfridge Continuation School 


This article would not be complete without a brief reference to the 
Selfridge Continuation School, which was established nearly a year ago 
in anticipation of the requirements of Mr. Fisher’s Education Act. 
The school building, which is situated in Duke Street, was formerly a 
public-house, but its cosy, old-fashioned classrooms now betray no 
inkling of the fact. Here some 500 of the junior members of the staff 
attend at different times for eight hours a week to study English sub- 
jects, handicrafts, and arithmetic, and to practise physical exercises 
and games; while self-expression of the broadest and most ambitious 
kind is encouraged in an atmosphere of complete happiness and freedom. 
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Some Common Mistakes Concerning 
Meetings 


By Ataser Onuw, Barrister-at-Law 
Avdhor of “ Procedure at Company Meetings" 


One Person Cannot Usually Constitute a Meeting 
Wwe is a meeting ? Obviously a meeting is the gathering together 
of two or more persons, since one person cannot “meet.” Yet 
it is sometimes mistakenly supposed that when a proper notice has been 
sent to every person entitled to be present at a meeting, with the result 
that only one person actually attends, that that one person may constitute 
the meeting, and may transact the necessary business for which it was 
convened. The question as to whether one person can constitute a 
meeting is not altogether free from difficulty, and has been the subject 
of several judicial decisions. In 1876, a meeting of a company was duly 
summoned. One person only attended. He took the chair, proposed 
the necessary resolutions, which he caused to be entered in the minutes 
as duly carried, and termmated the proceedings by a vote of thanks 
to the chairman! The validity of these resolutions was challenged, 
and the court held that the word mesing means a coming together of 
two or more persons, and that according to the ordinary use of the 
English language a meeting could be no more constituted by one person, 
than a meeting could have been constituted if no shareholder at all had 
attended. The following year, a somewhat similar case was before the 
court. One person only attended, who held proxies for others. The 
Court again held that there had been no meeting. And here, it may be 
remarked, that in a show of hands everyone personally present and 
entitled to vote has only one vote, independently of the number of 
shares or proxies he holds. It has, however, been held that a meeting 
may consist of one person only, if that one was the only person that 
could in any circumstances be entitled to attend, e.g., where it is 
necessary to hold a meeting of preference shareholders and all those 
shares are held by one person, or where a meeting of creditors in bank- 
ruptcy is convened and one creditor only has lodged his proof, it follows 
that the attendance of that one person constitutes a valid meeting. A 
committee may, however, be constituted by the attendance of one 
person and has been defined by the Court as a person, or persons, to 
whom powers are committed which would otherwise be exercised by 
another body. Articles or regulations may, of course, determine the 
number of a committee, which would necessarily govern its proceedings. 
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The Chairman's Casting Vote and his Power of 

Adjournment 

It is so usual for a chairman to have and to exercise a second or 
casting vote—which can only be given when there is an equality of votes 
—that it is assumed that he always has one. But the power for a chair- 
man to exercise a casting vote must be expressly given in the articles 
or regulations governing the meeting. In the absence of such provision, 
the chairman has one vote only, and when the numbers on either side 
are equal the Common Law has provided no way out of the difficulty. 
The motion in such circumstances must be deemed to be not carried. 

A chairman has usually no right to adjourn a meeting unless the 
business for which it has been convened is completed or the meeting is 
unanimously agreed to have its proceedings adjourned—the only apparent 
exception being that when the meeting is so disorderly as to prevent 
the proper transaction of any business at all, he may adjourn it. Apart 
from this exceptional circumstance, he has no right to stop a meeting 
at his own will and pleasure. The meeting by itself can resolve to 
go on with the business for which it has been convened and appoint a 
chairman to conduct the business for which the other chairman, 
forgetful of his duty, or violating duty, has tried to stop, because 
the proceedings have taken a turn which he himself does not like. 
Regulations or articles may, however, confer the power of adjournment 
on the chairman, and if provision is made that the chairman, with the 
consent of the members present at any meeting, may adjourn the same, 
this power is discretionary on the part of the chairman, and he is not 
bound to adjourn a meeting even though a majority of those present 
desire an adjournment. 


Amendments Need not be Seconded and do not Usually 
Require Previous Notice 


It is a common practice for chairmen to disallow motions and amend- 
ments which have not been seconded on the ground that they apparently 
have the support of one person only, and so do not merit consideration. 
Unless the regulations or articles provide that motions and amendments 

must be seconded, the chairman has no option but to put them to the 
meeting for its discussion. 

It has been held by the Court, that if the question is put to the 
meeting without its bemg proposed and seconded by anybody, that 
would be perfectly good. The importance of allowing valid and relevant 
amendments lies in the fact that unless they are put to the meeting 
for its consideration, the motion actually carried in consequence becomes 
invalid and inoperative, and it makes no difference whether it can 

` be proved that such amendments would have been inevitably lost. 
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Amendments are often objected to on the ground that the motion 
which it purports to amend requires notice. Provided they are relevant 
and within the scope of the notice convening the meeting this objection 
cannot be sustained, unless the regulations or articles expressly provide 
for notice of motions and amendments, There is, of course, a practical 
difficulty of giving notice of amendments, and in any event it seems 
that if so many days’ clear notice is required for a motion, a less number 
of days’ clear notice should be required of an amendment thereto. 
If a chairman improperly refuses to submit an amendment to the 
meeting, the motion carried will thereby be invalidated. 

As regards special resolutions of companies a relevant amendment 
may be proposed at the first meeting but not at the second or con- 
firmatory meeting, when the resolution as passed at the first meeting 
must be accepted or rejected as it stands. 


The Chief Functions of a Chairman 


Where articles or regulations make no provision for a’chairman’s 
powers and duties, it devolves on him both to preserve order in the 
meeting and to regulate the proceedings, so as to give all the persons 
present entitled a reasonable opportunity of voting. The chairman is 
merely the representative of the meeting and is not, as in fact he often 
endeavours to be, a dictator; his functions being to preserve order, 
to conduct the proceedings m a proper manner, and to take care that 
the sense of the meeting is properly ascertamed with regard to any 
matter which is properly before it. He has not unlimited power to 
control the proceedings as he thinks fit. The details of the meeting 
must be regulated. by the persons present and by the chairman, and 
if his decision is quarrelled with, it must be regulated by the majority of 
those present. In short, the will of the majority at a meeting is 
supreme, and not the will of the chairman, and the main object of holding 
a Meeting is not so much for the purposes of discussion, but to come to 
a conclusion as to any question which is properly before it. Discussion 
may influence and assist the meeting in coming to a proper conclusion, 
but a meeting carries out its chief functions by its votes and not by 


its voice. 
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“A firm with a sufficient volume of traffic has an absolute righi to a private railway 
siding.” 





Current Transportation Problems 


By GEO. B. LIBSSENDEN, Author of " Industrial Traffic Management,” elo. eo. 
No. 6. Private Railway Siding Laws and Regulations 


i these days when so many new factories are in the course of erection 
it may be useful to consider what the law provides with regard 


to private sidings. 


The Right to a Private Siding 


By Section 76 of the Railway Clauses Consolidation Act, 1845, it 
is decreed that— - 


A railway company shall, 1f required, at the expense of such owners and occupiers 
and other persons .. . make openings in the rails, and such additional lines of 
rail as may be necessary for effecting ue communication, in places where the 
communication can be made with safety to the public, and without injury to the 
railway, and without inconvenience to traffic thereon . . . but this enactment 
shall be subject to the following restrictions and conditions (that is to say): 

The Company shall not be bound to make any such openings ın any place which 
they shall have set apart for any specific purpose with which such communication 
would interfere, nor upon any inclined plane or bridge, nor in any tunnel. 


Then, by Section 2 of the Railway and Canal Traffic Act, 1854, it 
is provided that— 


Every railway company, canal company, and railway and canal company, 
shall, according to thee ke e acted powers, afford all reasonable facilities for the 
receiving and forwarding and delivering of traffic upon and from the several railwa 
and canals belonging to or worked by such companies respectively, and for 
return of carriages, trucks, boats, and other vehicles; and no such company shall 
make or give any undue or unreasonable preference or advantage to or ın favour 
of any particular person or company, or any particular description of traffic, in 
any respect whatsoever; nor shall any such company subject any particular person 
or company, or any particular description of traffic, to any undue or unreasonable 

judice or disadvantage in any whatsoever; and every railway company 

End canal company and railway and canal company having or working railways 
or canals which form part of a contmuonus line of railway or canal or railway and 
canal communication, or which have the terminus, station, or wharf of the one 
near the terminus, station, or wharf of the other, shall afford all due and reasonable 
facilities for receiving and forwarding all the traffic arriving by one of such railways 
or canals by the er, ba any unreasonable delay, and without any such 
preference or advantage, or prejudice or disadvantage, as aforesaid, and so that 
no obstruction may be eters to the pubhc desirous of using such railways or canals 
or railways and canals as a continuous line of communication, and so that all 
reasonable accommodation nT means of the ralwaya and canals of the several 
companies, be at all times afforded to the public in that behalf. 


Whilst the Railways (Private Sidings) Act, 1904, decrees by Section 
2 as follows— 


The reasonable eee pestle every railway company is requi to afford 
under section 2 of the Railway and Canal Traffic Act, 1854, as amended or explained 
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by any other Act, shall include reasonable facilities for the junction of private 
sidings or private branch railways with any railway belonging to or worked by any 
such company; and reasonable facilities for recerving, forwarding, and delivering 
trafic upon and from those sidings or private branch railways. 

It is, therefore, quite clear that a firm with a sufficient volume of 
traffic has an absolute right to a private railway sidmg—always provided, 
of course, that the interests of the trader and the railway company and/or 
the general public do not conflict. Whenever an application is made 
for an Order under the last quoted section, to direct a railway company 
to afford reasonable facilities for the junction of a private siding, together 
with facilities for receiving and delivering traffic at such siding, the 
Railway Commissioners have regard to the circumstances of the applicant, 
the railway company, and the general public. For instance, in Greenwood 
v. Cheshtve Lines Committee the applicant proposed to connect his siding 
with the company’s railway by a junction with the shunting neck of a 
goods yard, but the Commissioners disallowed the application on it 
being shown that the working of the junction would seriously interfere 
with the general merchandise dealt with at the same place and in the 
adjoining goods yard for and on behalf of the general public. Again, 
in Gibbons v. Rhymney Railway Company, a siding had been made by a 
contractor in connection with a railway under an agreement which was 
terminable by either party on three months notice, and the railway 
company gave notice of their intention to terminate the agreement 
on the grounds that the siding was unsafe to the general public and 
inconvenient so far as regards the general merchandise carried over the 
main line. Here the Commissioners refused to grant an application 
under the Railways (Private Sidings) Act, 1904, holding that it must be 
abundantly clear that a siding can be provided with safety to the passenger 
and general merchandise traffic carried over the main line before an 
order for a private siding can be made. In Dublin Whiskey Distillery 
Company v. Midland Great Western Ratlway Company, where it 
was doubtful whether the Board of Trade would allow a proposed siding 
junction to be used, and where in any event its use would have seriously 
interfered with the course of the main line traffic, the Commissioners 
refused to make an order for the proposed junction as a “ due and 
reasonable facility.” And in Beeston Brewery Company v. Midland 
Railway Company, where it was proposed to lay down a siding at a 
place appropriated for use as a station, the Commissioners refused their 
consent on the grounds-that it was against the public interest to do so. 


A Private Siding a Matter of Arrangement 
But the construction of a private siding is—and must of a necessity 
be—a matter for negotiation and arrangement with the general manager 
or chief goods manager of the railway company in connection with whose 
line it is desired to make the connection. It is impossible to give a set 
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of general rules and regulations for the construction of any siding and the 
maintenance of it when once it has been established, as different conditions 
apply in different cases—thus: one firm may only require the railway 
company to place the inwards loaded wagons at the entrance to their 
works, after which they will themselves perform the internal shunting 
service by means of their own locomotives, and place their outgoing 
wagons at the same spot for the railway company’s engine to haul away 
to their respective destinations ; whereas, another firm may not possess 
any loco power and, therefore, require the railway company to perform 
all the internal work for them, and so on, in the variety of cases. But 
the ‘‘ Model Siding Agreement,” issued by the Board of Trade, may be 
taken as a useful guide in this matter. 


Limitation of Company's Powers 

Incidentally it may be mentioned that when once a private siding 
has been constructed in a works and joined up with the main line, the 
railway company cannot of its own free will disconnect it. For example, 
in Portway v. Colne Valley and Halstead Ratlway Company, the applicant 
complained that the defendants had wrongfully taken up and removed 
the rails forming the connection of a branch railway or siding belonging 
to the applicant with the defendants’ main line of railway, whereby 
the applicant was deprived of the use of the said siding as a means of 
receiving from the defendants goods consigned to him, and which had 
come by the defendants’ railway, and also of delivering to the defendants 
goods for conveyance on their railway, and the applicant applied to the 
Court under Section 76 of the Railway Clauses Act, 1845, and the 
Railway and Canal Traffic Act, 1888, for an order enjoining the defendants 
to restore the connection between his siding and their railway. The 
Commissioners found that the defendants had wrongfully taken up and 
removed the rails forming the connection of the applicant’s branch 
railway or siding with the defendants’ main line of railway, and ordered 
and enjoined the defendants at their own expense forthwith to restore 
the communication between the applicant’s siding with the defendants’ 
line of railway. 

Nor can a railway company single out any particular traffic and 
refuse to deliver such traffic at an established siding. Thus, in Cowan & 
Sons v. North British Railway Company, it was shown that the railway 
company, who had for twenty-eight years received and delivered coal 
and goods at a private siding belonging to the applicants, informed 
them that, whilst they were willing to receive and deliver other goods 
as before, they would no longer deliver coal at the private siding. In 
this case the Commissioners found (1) that the delivery of coal at the 
siding was a due and reasonable facility which the railway company 
were bound to afford, and they made an order upon the railway company 
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accordingly ; and (2) that by delivering coal at the private siding of 
competitive traders and refusing to deliver it at the applicant’s siding, 
the railway company were giving undue preference to the former, and 
ordered them to desist from so doing. 


Rates and Conditions must be Reasonable 

It will be clear from the foregoing that the rates and conditions 
applicable to private siding traffic must be just and reasonable. The 
rates and charges for conveyance along the line as well as for the provision 
of station and service terminals are, of course, set out very clearly in the 
Railway (Rates and Charges) Order Confirmation Acts, 1891, and 1892, 
and it should be carefully borne in mind that a railway company has 
no right whatever to charge station rates for siding traffic—although, 
sometimes, the railway companies do attempt to do this ; in fact, in some 
cases, they have actually made such charges. 

The Railway (Ratés and Charges) Order Confirmation Acts, 1891 
and 1892, provide by Sections 2, 3, and 4 respectively as follows— 


2. Maximum Conveyance Rates. The maximum rate for conveyance is the 
maximum rate which the Company may charge for the conveyance of merchandise 
by merchandise train ; and, subject to the exceptions and provisions specified in 
this schedule, includes the provision of locomotive power and trucks by the 
Company, and every other expense incidental to such conveyance not hereinafter 
provided for. Provided that—. 

(a) The Ta ion of trucks is not included in the maximum rates applicable 
to merchan specified in Class A of the classrfication, and the company shall 
not be required to provide trucks for the conveyance of ‘such merchan or for 
the conveyance of lime in bulk or salt in bulk, or of the following articles when 
cared in such a manner as to injure the trucks of the Company; that is to say, 
ammoniacal liquor, creosote, coal-tar, gas-tar, gas-water, or gravel tarred for 

ving. 

(b) Where, for the conveyance of merchandise, other than merchandise specified 
in Class A of the classification, the Company do not provide trucks, the rate author- 
ised for conveyance shall be reduced by a sum which for distances not exceeding 
50 mules shall, in the case of difference between the Company and the person liable 
to pay the charge, be determined by an arbitrator to be appointed by the Board of 
Trade, and for distance exceeding 50 miles shall be the charge authorised to be made 
by the Company for the provimon of trucks when not included in the maximum 
rate for conveyances, 

3. MAXIMUM STATION TERMINALS. The maximum station terminal is the 
maximum charge which the Company may make to a trader for the uze of the 
accommodation (exclusive of coal drops) provided, and for the duties undertaken 
by the Company for which no other provision is made in this schedule, at the 
terminal station for or on dealing with merchandise, as carriers thereof, before or 
after conveyance 

4. Maximum SERVICE TERMINALS. The maximum service terminals are the 
maximum charges which the Company may make to a trader for the following 
services, when rendered to or for a trader, that is to say, loading, unloading, cover- 
ing, and uncovering merchandise, which charges shall, in respect of each service, 
be deemed to include all charges for the provision by the Company of labour, 
machinery, plant, stores, and sheets. Provided that— 

Where merchandise conveyed i in a separate truck is loaded or unloaded elsewhere 
than in a shed or building of the Company, the Company may not charge to a trader 
any service terminal for the performance by the Company of any of the said services 
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if the trader has requested the COmpany to allow him to perform the service for 
himself and the Company have unreasonably refused to allow him to do so. Any 
dispute between a trader and the Company in reference to any service terminal 
charged to a trader who is not eaha the Company to perform for himself the 
service shall be determined by the of Trade. 


Station Terminals 


Those sections establish the fact that station and service terminals 
are not chargeable for traffic delivered into a private siding, and in the 
case of Prdcock v. Manchester, Sheffield and Lincoln Railway Company, 
is was shown that the applicants were the owners of a siding which 
communicated with the railway of the defendant company at a point 
situated about thirty or forty yards from the Retford Goods Station 
of the defendant company. A dispute having arisen between the 
applicants and the defendants as to the allowance or rebate to. be made 
from the rates charged to the applicant in respect that the defendants 
did not provide station accommodation or perform terminal services 
for the applicant’s traffic received or delivered by the defendants at such 
siding, the Commissioners, after hearing all the evidence, held that, as 
by Sections 3 and 26 of the defendant Company’s Order Confirmation 
Act, 1892, Retford was not a “ Terminal ” station, the railway company 
were not entitled to charge to the applicants a station terminal at Retford 
in respect of their traffic passing from or to the siding of the applicants 
connected with the Retford station ; and the Commissioners ordered the 
railway company to give the applicants certain allowances or “ rebates ” 
for the non-provision by them of station terminals. 

If the mode in which a junction with the siding of a private owner 
has been effected is such that a railway company need incur no greater 
expense in connection with it than is involved in stopping a goods train 
specially at the siding junction, and either uncoupling trucks there and 
depositing them in the siding clear of the points, or drawing out trucks 
ready marshalled and attaching them to the train, doing no work within 
the siding, and being paid for any special use of levers by signalmen in 
a signal box, there is then a mere delivery for which no extra payment 
is due. 

Thus, in the case of Poriway v. Colne Valley and Halstead Ratlway 
Company and Great Eastern Railway Company, the applicants were the 
owners of a private siding near the Halstead Station of the Colne Valley 
railway company. Partly from the siding having only one line for both 
outgoing and incoming trucks, and partly from its joining the main 
line at a very short distance from where that line crosses a street in 
Halstead, on the level, so bringing the case under the rules of the Board 
of Trade as to the shunting of trains over a level crossing, and engines 
standing across the same, it was not possible for a goods train to stop 
at the siding junction and for its engine to uncouple a truck and deposit 
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it in the sidings or to draw a truck out and unite it to the train. All 
trucks to or from the applicant’s siding had to be taken into the goods 
yard at Halstead Station and there prepared for dispatch or delivery, 
a process which involved extra hauling and the provision of standing 
room. ; 

In connection with the applicant’s siding traffic, the railway company 
had to specially provide points and signals, and the levers which worked 
them were only required for such traffic. 

The railway company charged the applicants, on traffic to and from 
their siding, rates the same in amount as the rates charged as station 
to station, or collected and delivered rates, as the case may be, on similar 
traffic using the Halstead Station. 


What is a Just and Reasonable Rebate? 


Upon an application to the Commissioners under Section 4 of the 
Railway and Canal Traffic Act, 1894, to determine what was a just and 
reasonable rebate to be made from the rates so charged to the applicants, 
the Court found that, in respect of the applicant’s siding traffic, the 
Colne Valley and Halstead Railway Company did not provide the 
accommodation nor render the services, or any of them, for which 
station and service terminals were chargeable, but that they rendered 
certain other services in respect of that traffic, namely, some clerkage, 
shunting and signalling, for which a payment ought to be made to 
them. The Court held that a reasonable and just allowance or rebate 
to be made from the rates charged to the applicants, in the circum- 
stances above described, would be so much of each rate as is not 
applicable to, or charged for, conveyance, less the following sums— 

(1) A sum for clerkage equal to 30 per cent. of the charge the railway 
companies make in any rate as a station terminal at the Halstead end; 

(2) A sum for shunting equal to the station terminal at the Halstead 
end; and i 

(3) In respect of the cost of signals, being a cost bearing the same 
proportion to the cost of all the signals in the siding signal box, as the 
number of siding levers bears to the whole number of acting levers in 
that box, multiplied in each case by the average number of times they 
are respectively daily worked, such sum as the cost so ascertained works 
out at per ton of the siding traffic. 

The case of Vickers, Sons & Maxim v. Midland Railway Company 
is also of considerable interest in this connection. Here the applicants 
were the owners of sidings which connected their works at Sheffield with 
the railway of the Midland Railway Company, and the applicants 
complained that in respect of traffic passing to or from such sidings, 
they were charged rates of the same amount as were charged to traders 
whose similar traffic was dealt with at and made use of the Midland 
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Railway Company’s goods station at Sheffield, and they applied under 
Section 4 of the Railway and Canal Traffic Act, 1894, for a rebate in 
respect that the railway company did not in the case of the siding 
traffic provide station accommodation or perform terminal services. 

The railway company admitted the equality of the rates, but denied 
that the rates charged on siding traffic included any charge for a station 
or service terminals at Sheffield. They contended that the Commissioners 
had no jurisdiction to entertain the complaints, on the ground that the 
majority of the rates complained of were within the railway company’s 
powers of charge for conveyance and terminals at-one end only, and 
that the remainder of the rates complained of included charges for 
services at or in connection with sidings. - 

Here the Commissioners held that there was evidence that the rates 
in fact included terminal charges, and that the applicants were entitled 
to a rebate of the whole service and one-quarter of the station terminals, 


Undue Preference and Increased Rates 

When fixing up a siding agreement it is always wise to have regard 
to the rates chargeable from the nearest railway station to the proposed 
siding and any other works in the same district. 

There should be no difficulty in ascertaining what are the rates charge- 
able from these other points—take private'siding traffic, for instance— 
as Section 34 of the Railway and Canal Traffic Act, 1888, provides as 
follows— . 

When traffic is received or delivered at any place on any railway other than 
a station within the meaning of section 14 of the Regulation of Railways Act, 1873, 
the railway company on whose line such place is'shall keep at the station nearest 
such place a book or books showing every rate for the time being charged for the 
carriage of traffic other than passengers and their luggage, from such place to any 
place to which they book, including any rates charged under any special contract, 
and stating the distance from that place of every station, wharf, siding, or place 
to which such rate is charged. i 

Every such book shall, during all reasonable hours, be open to the inspection 
of any person without the payment of a fee. : 


Whilst Sub-section 3 of Section 33 of the same Act decrees that— 


The company shall within one week after application in writing made to the 
of an ee ee ee ee 
merchandise which has been or is intended to be carried over the railway of su 
company, render an account to the person so app in which the charge made 
or claimed by the Company for the carriage of such merchandise shall be divided, 
and the charge for conveyance over the railway shall be distinguished from the 
terminal charges (if any), and from the dock charges (if any) and if any terminal 
charge or dock charge is included in such accopnt the nature and detail of the 
terminal expenses or dock charges in respect of which it is made shall be specified. 


t 
There should, therefore, not be any difficulty in ascertaining what 
are the rates chargeable to any places in the immediate neighbourhood 
of the proposed siding. ; 
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Lastly—as increased rates are now so much under discussion—it 
may be opportune to refer to the case of the Lanarkshire Steel Co. v. 
The Caledonian Railway Company, where certain railway companies 
jointly issued a notice intimating an increase of rates for the carriage 
of coal. The Steel Company, whose works were served by one of these 
railway companies, objected to the increase of rates as being unreason- 
able, and demanded that it should be withdrawn. The railway company, 
however, rendered their.monthly accounts for carriage to the Steel 
- Company upon the basis of the increased rates. The Steel Company 
paid the accounts as charged under protest, and, as they alleged, upon 
the understanding that their right to claim a rebate for the increase 
should not be prejudiced, and that, if ultimately it should be found 
that the railway companies were not entitled to increase the rates, the 
increased charges should be returned. The Steel Company did not lodge 
a complaint in respect of the increase of rates with the Railway and 
Canal Commissioners, but seven companies, which were substantially 
in pars casu with the Steel Company lodged such complaints, with the. 
result that in October, 1901, the Railway and Canal Commissionérs 
found in the case of each of the seven complaints lodged that the increase 
in the rates was unreasonable, and directed the railway companies to 
discontinue to charge the increased rates. In consequence, the railway 
companies ceased to charge the increased rates. The Steel Company 
alleged that they had not proceeded with their application to the 
Commissioners in reliance on representations by the defendants, that 
their claims would not be prejudiced in consequence. 

Here the Court held that, even assuming that the determination of 
the Railway and Canal Commissioners did not proceed upon the special 
circumstances of the particular cases brought before them, but was 
equally applicable to the circumstances of the Steel Company, an action 
brought by the Steel Company to recover from the railway company 
the amount paid in respect of the difference between the old rates and 
the increased rates during the period in which the increased rates 
were charged was incompetent and the railway company gained the 
day. 

The moral to be drawn from this case is that the aggrieved trader 
should not depend upon any verbal agreement with a railway company 
to pay back to them any rates paid under an increased scale, provided 
it is decided that such rates are not legally chargeable, but should do 
what the law decrees—that is, file an application in the Railway and 
Canal Commission Court for an order enjoining the company to desist 
from charging such increased rates. Then there can be no doubt that 
the railway company concerned must disgorge the amount if it is 
decided by the Commissioners that the increased rates have been 
improperly charged. 
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“ Roacily which manufacturing processes shall be costed separately must be determined 
by reference to the particular factory concerned.” 


Yam and Cloth Costing in Cotton Mills 


By A. H. HARDMAN, Author of ‘ Productive Costs in 
Cotton-Spinning Milla.” 


IV. Cloth 


ie the manufacture of cloth as in that of yarn, the costs of production 
are divisible into costs of— 

(a) Raw material ; 

(b) Wages ; 

(c) Working expenses ; 

(d) Selling expenses. 


Raw Material 

Tò ascertain the cost of raw material in weaving is a more complicated 
matter than is the case in spinning. In spinning the calculations for raw 
material are all along upon a weight basis, but in weaving they are 
principally upon a length basis. The unit of production is the piece or 
“cut” of cloth, and each separate construction of cloth, or length or 
width of cloth, requires separate calculation as to the amount of raw 
material required. 

It is obvious, therefore, that before the amount of raw material 
required, that is warp and weft yarn, can be ascertained for any particular 
fabric, a considerable amount of data relating to the construction of the 
fabric and the method of making it will be required. 

A brief outline of the processes of manufacture of the fabric so far as 
they bear upon the cost of production will indicate the factors to be taken 
into account. The yarn arrives at the weaving factory from the spinner 

, in the form of cops, or in beams, or bundles, according to the particular 
manufacturer’s preparation plant. The weft yarn for the shuttle will 
in all probability be ready for use at once without passing through any 
preparatory process, except in such instances as where it is delivered in 
hanks, when it will require winding on some kind of weft winding frame. 
The warp yarn will require some preparatory treatment, differing accord- 
ing to the form in which it is received, or to the kind of fabric into which 
it is to be woven, in order to make it suitable for use in the loom. 

A usual method of preparation of warp yarn for grey goods is— 

(a) Winding from cops on to warper’s bobbins ; 
(b) Warping from bobbins on to back beams for sizing ; 
(c) Sizing and beaming upon loom beams. - 
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After passing through these preparatory processes the warp yarn 
is twisted into the healds and reeds, and is ready for the loom. It is then 
taken from the beam, which contains the required number of ends for 
the particular construction of fabric to be woven, and in the process of 
shedding the warp threads are opened to allow the shuttle containing 
the weft yarn to pass over certain ends and under others, according to 
the type of weave. . 

The reed through which the warp yarn passes contains a number of 
dents or splits, the system of numbering reeds varying with the different 
districts of the trade. The basis of the Stockport or Manchester system 
of reed numbering is the number of dents or splits per inch in the reed, 
with two ends in each dent, so that if the reed has 30 dents per inch, it 
is called a 60 reed, because there are then 60 ends to the inch. The 
number of the reed, therefore, is the number of the threads per inch of 
reed, with two ends to a dent. 

In weaving, both warp and weft yarns are pulled out of the straight 
in the process of being interwoven with each other, this loss of length 
varying with the different types of fabric construction. 

A fabric of 100 yards length, therefore, will require warp threads of 
more than 100 yards in length, and a fabric of 32 inches in width will 
require with each pick a weft thread of more than 32 inches in length. 

Further, during each process through which the yarn passes there is 
being made waste owing to broken ends and faults in the yarn. A greater 
amount of raw material than actually remains in the finished fabric will, 
therefore, be required to produce it, and this must also be taken into 
account in the cost of raw material. 


Preliminary Details 

It is clear, therefore, before we can begin to calculate the amount of 
warp and weft yarn required for any particular fabric, there must be 
ascertained a number of details concerning that fabric. 

There must first be known— 

(a) The number of warp threads per inen 

(b) The count of warp yarn ; 

(c) The length of warp yarn required for the piece ; 
(d) The reed width of the cloth ; 

(¢) The number of picks per inch ; 

(f) The count of weft yarn ; 

(g) The length and width of woven cloth ; 

(4) The waste allowance. 

Some of this data such as the contraction of warp and weft, and the 
amount of waste, will be known from past experience in the manufacture 
of similar cloths, and the collection and recording of such data will be 
part of the function of an up-to-date system of costing. 
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Suppose now there is required the amount of warp yarn of 40’s counts, 
necessary to make a cloth 100 yards long, 32 inches wide, with 60 threads 
per inch; and that the length of warp required for this is 105 yards, 
and the waste made is 5 per cent. of the original weight of warp yarn 
used. Then in the width ofsthe fabric there would be 60 threads x 32 
inches = 1,920 warp ends. Each of these warp ends, owing to contrac- 
tion in weaving, will require to be 105 yards long. Then the weight of- 
warp yarn required for a piece of the fabric will be— . 

60 threads per inch x 32 inches wide x 105 yards long x 100 waste 

840 yards per hank x 40 hanks per lb. for 40's counts x 95 waste 

At a price of 80d. per lb. the cost of the warp yarn required would be, 
6-32 Ibs. x 80d. = 505-6d. 

If the weft threads or picks are 84 to the inch and the counts 68’s, 
there will be in the cloth, 

84 picks per inch x 36 inches x 100 yards = 302,400 picks or shots of weft. 

The width of the cloth is 32 inches, but as the weft like the warp loses 
some of its length by contraction in weaving, each pick will use more 
than 32 inches of yarn, and this must be taken into account in the calcula- 
tion. Suppose the weft contraction is found by experience of the particular 
construction of fabric to be equal to 6 per cent. of the woven width of the 
fabric, this means that the fabric would be woven in a 34 inches reed 
space, and the weight of weft yarn required per piece, with a 5 per cent. 
allowance for waste would be, 

302,400 picks x 34 inches reed space x 100 waste 
36 inches per yard x 840 yds. per hanks x 68 hanks per Ib. x 95 waste 

At a price of 82d. per lb. the cost of the weft yarn required would be, 
527 lbs. x 82d. = 432 14d. 

This would make a total cost of yarn for the piece of— 


om 6°32 Ibs. 





= 9-27 lbs. 








Warp yarn. ‘ : x : . 5056 
Weft yarn x 7 7 : s . 432-14 
Total F . : à . 837-74 


There will be approximately half a pound weight of thread waste 
for sale from-each cut, to set against this total cost, but as the item is 
so small in comparison to the total value, the manufacturer may decide 
to ignore it in his costing. 

The calculations are shown above in full so as to clearly indicate the 
method, but in practice they will be much shortened by the use of constant 
figures. 

In cloths with different coloured yarns, or two or more fold yarns, 
each different kind of yarn will require to be calculated separately, accord- 
ing to the number of ends of each, and the calculations will, therefore, 
be somewhat more complicated, but the principles underlying them will 
be the same as those illustrated above. 
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Consider, for example, a sateen shirting made to the following par- 
ticulars : basis length for costing purposes 800 yards made from 864 yards 
of warp, 3,410 ends, 31 inches width in reed, 64 picks per inch, 5 per cent. 
waste allowance, 24’s blue weft yarn, 20 ends blue selvage 2/40’s, warp 
pattern consisting of 27 ends blue 22’s counts, and 3 ends white 24’s 
counts, total 30 ends per pattern. 

Deducting the 20 selvage ends from the total of 3,410 ends in the 
cloth, there remain 3,390 ends which divided by 30 ends in each pattern 
; 3390 ends in cloth ‘ 
gives Ea ees cree = 113 repeats of the pattern. There will 
then in this fabric be three different kinds of warp yarn, 22’s blue, 24’s 
white, and 2/40’s blue selvage, and each of these must be calculated 

separately as follows— 


Blue warp: 


27 ends x 113 repeats of pattern x 884 yards x 100 waste L 150:1 Ibs 
840 yards per hank x 22 hanks per lb. x 95 waste i 





White warp : 
3 ends x 113 repeats of pattern x 864 yards x 100 waste L 15.3 lbs. 
840 yards per hank x 24 hanks per lb. x 95 waste 





Blue selvage warp. 


20 ends x 864 yards x 2 fold x 100 waste 1-1 tbe 
840 yards per hank x 40 hanks per lb x 95 waste . 





The weight of weft required would be : 


31 inches width in reed x 64 picks perinch x 800 yds. x 100 waste om 82-8 Ibs. 
840 yds per hank x 24 hanks per Ib. x 95 waste 





Or take the case of a little more complicated warp pattern, that of a 
grandrelle shirting with the following particulars: length 100 yards 
cloth from 106 yards of warp, 30 inches width in reed, 100 ends per inch, 
18 picks per } inch, 16’s weft yarn, 5 per cent. waste allowance. 





30 drelle 2/40's 
3 Siy . é 22’8 
3 x 20's 

18 Grandrelle 2/40’ 
3 Pink 24’s 
3 Red 24’8 

60 ends 





In this case there are 30 inches x 100 ends per inch = 3,000 ends 
in the cloth, and as each pattern requires 60 ends there are 222° = 50 
repeats of warp pattern. 

The quantities of warp yarns required will, therefore, be— 

60 


Yarn and Cloth Costing in Cotton Mills 





Grandrelle : 
48 ends x 50 repeats x 106 yds x 2 fold x 100 waste — 15-9 Ibe. 
840 yds. per hank x 40 hks. per lb. x 95 waste 

















Sky : 
3 ends x 50 repeats x 106 yds. x 100 waste og ihe. 
840 yds. per hank x 22 hks. per lb. x 95 waste 

Indigo : 
3 ends x 50 repeats x 106 yds. x 100 waste 14 1b 
840 yds. per hk. x 20 hks. per Ib. x 95 waste 

Pink: 
3 ends x 50 repeats x 106 yds. x 100 waste os Iba. 
840 yds. per bk. x 24 hks. per Ib. x 95 waste 

Red . 


3 ends x 50 repeats x 106 yds. x 100 waste. Ihs 
840 yds. per hk. x 24 hks. per Ib. x 95 waste 5 
The weight of weft yarn required would be: 
30 miles in reed x 72 picks per inch x 100 yds. x 100 waste = 169 Ibs 
840 yds. por hk. x 16 hks. per Ib. x 95 waste f 
The ascertained warp and weft weights multiplied by the prices for 
the different yarns will then give the cost of yarn for the piece or for the 
particular warp length costed. The procedure adopted will vary some- 
what according to whether the manufacturer has bought his yarn in the 
grey state or has bought it coloured. If the yarns have been bought 
dyed, then the price will of course be the price paid, but if bought in the 
grey state it is obvious that in costing the manufacturer will require to 
add to the price of the grey yarn the required allowance for cost of dyeing, 
bleaching, mercerising, or whatever processes it has passed through. 
If these processes have been done by someone else the price will be the 
price charged; if they have been done by the manufacturer himself, 
the cost will have been ascertained by the system of costing in these 
particular processes of bleaching, dyeing, or mercerising. 











Sizing 

As in the case of spinning mill costs, exactly which manufacturing 
processes shall be costed separately must be determined by reference 
to the particular factory concerned. In some concerns the cost of 
sizing may be quite satisfactorily regarded as one of the general expenses 
or working charges ; in others it may be very desirable.to cost the sizing 
department separately, ascertaining the cost for sizing per lb. or per hank, 
for the different size mixtures. If it is decided to take the cost of sizing 
separately, then the cost of the raw material of sizing will be ascertained 
from the particulars of the size mixing which will be reduced to so much 
per unit of weight or length determined by the quantity of sizing 
ingredients. 

(To be continued.) 
61 








Business * Organisation - and : Management 





The Team Spint in Industry 


Building Trade Committee’s Epoch-Making Suggestions 


We believe that the great task of our Industrial Council is to develop an entirely 
new system of industrial control by the members of the industry itself—the actual 
producers, whether by hand or brain—and to bring them into co-operation with 
the State as the central representative of the community whom they are organised 
to serve Nothing short of this will produce the full development of the “ team 
spirit ” in industry, which is the key to the whole problem of production ; nothing 
short of this is worthy of the high ideals for which our Industrial Council stands — 
From the Interim Report on Organised Pubhe Service in the Buslding Industry. 


HE report from which these words are taken is the work of a com- 

mittee of eight employers and eight operatives set up by the 
Industrial Council for the Building Industry “to consider the question 
of scientific management and reduction of costs, with a view to enabling 
the building industry to render the most efficient service possible.” 
And the document they have issued is a veritable landmark in industrial 
history; for they have recognised that the baffling problems of pro- 
duction cannot be really solved except under a system of democratic 
control organised for the public service. With remarkable courage and 
imagination they have deliberately set out to change the whole motive 
of industry—to substitute the motive of service for that of profit—and 
to develop what they describe as the Team Spirit, 
that subtle change in the industrial atmosphere that will engender throughout 
the whole personnel of the building industry the confidence, enthusiasm, and sense 
of common purpose that are the necessary conditions precedent to the full 
development and operation of really scientific methods. 

The actual proposals brought forward are designed merely to lay the 
true foundations for such a final consummation, but they are certainly 
very ambitious, and, as their authors frankly say, are submitted for 
improvement by discussion and criticism. 

The four main factors that tend to restriction of output are declared 
by the committee to be— 

(a) The fear of unemployment, which inclines the operative to make 
his work last out as long as possible. 

(b) Disinclination to make unrestricted profit for private employers. 

(c) Lack of interest, owing to non-participation in control. 

(d) Inefficiency—-both managerial and operative. 

In order, therefore, to remove all these hindrances and to enable the 
operative “‘ whole-heartedly to give of his best,” they recommend, 
firstly, a network of “ Employment Committees,” consisting of an equal 
number of employers and operatives, to regularise the demand for build- 
ing by accelerating work in slack periods and retarding it at times of 
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congestion, in co-operation with architects, local authorities and the 
State. These committees are also to organise in conjunction with the 
Unions, the regular transfer of men to fresh work as each contract is 
completed, and, if found practicable, the seasonable interchange of 
labour with other industries. Having thus established the flow of work 
to the greatest possible extent, the industry is then to carry the whole 
of its unemployed members as a first charge on production. 


Fear of Unemployment Abolished : 


The old overhanging fear of unemployment is to be completely 
removed at a single stroke—all the operatives being placed, by a simple 
form of registration, upon what is virtually the permanent staff, not of 
any particular firm, but of the industry as a whole. Only members of 
the Trade Unions are to be accepted for the register, and the requisite 
funds are to be raised by the Employment Committees by a weekly 
levy of about 5 per cent. upon the wages bills to be paid by each employer 
to the Central Office, and administered by the Trade Unions in accord- 
ance with regulations laid down by the Industrial Council. The existing 
‘State unemployment scheme is to be absorbed, but the Employment 
Exchange facilities will still be utilised for administrative purposes. 
The scale proposed for the unemployment pay is full standard rate for 
a man with a wife and four children of school age, ranging down to half 
rate for a single man. One week’s holiday pay on the same scale and 
from the same fund is also foreshadowed. 

The whole scheme is so simple and workmanlike that it involves no 
new machinery for its administration. But the effect of its adoption 
will be profound. It will bring home to every operative, in a very 
effective way, that the foundations of a new and better industrial order 
have really been laid. He will realise that his labour is no longer merely 
a commodity, to be bought or thrown aside according to the fluctuations 
of demand. He will feel himself a living part of a great organised ser- 
vice, which asks him to give of his best, and guarantees him against 
contingencies. Enthusiasm will take the place of fear as the mainspring 
of effort. 


The Trumpet Call of a New Idea 


The report, however, does not merely deal with unemployment. 
It recommends that “approval” capital shall be hired at a limited 
rate of interest; but this percentage, except in cases of inefficient 
management, is to be guaranteed by a central fund. It then proposes 
that all owner-managers should be salaried—the amount being fixed in 
the first instance by themselves, but reviewed periodically by the 
Employment Committees. And finally, the surplus earnings of the 
industry—after public declaration—are not to be divided, but are to be 
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used for common services controlled by the Industrial Council, and 
including the provision of a great Development Fund for the industry 
itself, as well as education, superannuation, guarantee of interest, and 
such other purposes as may be thought desirable. ~- 

Nor are the claims of the consumer in any way forgotten. The 
committee foreshadow—as a corollary to the public declaration of sur- 
plus—the scientific adjustment of prices, in conference with the repre- 
sentatives of the community. They also point out that when an industry 
carries its unemployed members as a first charge, it acquires a new and 
direct incentive to keep its prices at such a level as will secure the greatest 
possible volume of employment. 

The report is not unanimous. Five out of the eight employers, while 
agreeing with some of the proposals, do not see their way to sign “ with- 
out important reservations.” But whatever the results of the discussion 
that is now proceeding, it certainly marks the opening of an entirely 
new chapter in industrial development. 

“Tt sounds across the whole industrial arena the trumpet call ofa 
new idea—the conception of our industry as a great self-governing 
democracy of organised public service.” It is a conception that needs 
no coercive methods to secure support. Rightly planned, it cannot fail 
to win by its own greatness. 


’ 








Advertising and Overseas Trade 


Why Manufacturers Should Do It 


s JE goods need advertising in arder to obtain sales the manufacturers must 
' gee to it that they are advertised, says the Senior Trade Commissioner ın 
South Africa (Mr. Wickham) ın a report to the Department of Overseas Trade. 
It is useleas to hark back to the out-of-date theory that this is the business of 
merchants or agents. Many merchants do not care whose goods they sell. They 
will always give preference to those which sell most readily, and these are generally 
those which are the most freely advertised But they will seldom, if ever, under- 
take the cost or trouble involved in publicity work. There is really no possible 
reason why they should be expected todo so It is the manufacturer who profits 
most by the sale of his own goods instead of some alternative make ; it is he who 


it is he who loses most if ıt ia not done, he will then probably realise that it is 
better to undertake it himself, and see that it is done properly, than to leave it 
to chance or expect someone else to do it for no better reason than that he has 
never done it before. If distribution is properly organised and the goods are 
properly put before the consumer, ıt is the ultimate cost to the consumer and 
not the f.o.b. or the ex-factory cost on which the demand and the turnover depend 
The outlay on advertising, Mr Wickham urges, should never be based on existing 
sales, but on potential sales It 1s a disastrous error, exceedingly common among 
British firms, to refuse to throw bread upon the waters. 
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Talks to Income Tax Payers 


VI. Deduction of Tax 


How Tax is Deducted 


iB a man has to pay another {10 and is told he may deduct a discount 
of 1s. in the £, he quickly understands it. Instead of paying £10, 
he pays £9 10s. and retains 10s. AIl the same, he has fully discharged 
his debt of £10. 

The deduction of tax proceeds on the same lines. A man has to 
pay £10, but he is told that he must deduct 6s. in the £, 4.6, £3 (10 
x 6s.). He, therefore, pays {7 only, which discharges fully his debt 
of £10. But instead of retaining this, as he would retain the discount, 
he pays it to the collector of income tax. He is no worse off, but he 
has acted as sort of collector himself. 

Now look at the matter from the standpoint of the person entitled 
to the £10. On receiving £10, he would have to make a return of it 
and ultimately pay tax on it. Instead of this, he receives £7 only, 
which represents £10 income to him already taxed. 

Now enter the complications of the different rates. The person 
paying the £10 might be liable to taxation at 2s. 3d. in the £ only. 
If so, he will pay at 2s. 3d. om his own income. But the £10 is not his 
own income, and he must deduct and pay to the collector, tax at 6s. 
in the £ on this £10. A double charge will, therefore, be made on him 
—a charge on his net income at 2s. 3d. and a charge on £10 income at 6s. 

The complications arising from the different rates are worse in the 
case of the person entitled to the £10. He has suffered tax at 6s., viz., 
£3. He may be liable only at 3s., viz., £1 10s. The solution is that 
he must either claim repayment of £1 10s., or have the £1 10s. set 
against tax which otherwise would be due from him on other sources 
of his income. 

Similar complications may arise from allowances being due. The 
person paying the £10 may have a gross income of {220, less £10 
interest == £210, from which he may be entitled to an abatement of 
£120 and also to other allowances amounting to £100. These allow- 
ances would discharge liability from the whole £220, but they must not 
do so, because {10 is the taxable income of another man. So allow- 
ances must not reduce an assessment lower than the amount of 
“ charges ” from which tax may be deducted. 

The position of the recipient as regards allowances is the same as 
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regards reduced rates. If any allowance is due, it will either be allowed 
from income directly assessed on him, or a payment must be claimed. 


Payments from which Tax may be Deducted 
A charge is a payment which a person is under obligation to pay. 
GrounD Rent on land in the United Kingdom is a payment from 
which tax may always be deducted. Tax is paid by the leaseholder 
(sometimes direct and sometimes through his tenant who deducts tax 
from the rent), and the leaseholder makes an appropriate deduction 
from the Ground Rent. 


Example— 
Asseased rental value of house . . . 3 . . £42 
Allowance for repairs ($) S . g í 7 
Net assessment . . . . . . : . . “35 
Tax paid (usually by tenant). . . £35 @ 6s. = £10 10s, 


If paid by tenant, he deducts it from the rent. If the leaseholder is 
assumed to pay £10 ground rent, from which he in his turn deducts tax, 
the case will be— 
Tax paid by leassholder: £35 os = £10 10s. 
„ deducted a £10 @ Ga. =m £3 
„ bame . “£25 @ 6s. = £7 10s. 


_MortTGace INTEREST secured on property in the United Kingdom 
is in almost all cases within the “ deduction ” rules. 

The only exception is in the case of what is sometimes called a 
banker’s mortgage, when such “ mortgage” consists of the deposit 
of deeds with a bank in return for a loan (usually indefinite in amount, 
but with a stated maximum) at a rate of interest which usually 
fluctuates as the “ Bank rate” rises or falls. In such a case, the 
interest is not considered to be sufficiently “fixed” for tax to be 
deducted therefrom. See later as regards interest paid to banks 
generally. 

As regards ordinary mortgage interest, tax is deducted exactly as 
tax is deducted from ground rent as shown above. 

OTHER Loan INTEREST.—Here the question is simply whether the 
interest is regular and constant enough to fall within the “ deduction ” 
provisions, If it is a loan for an indefinite period at a stated rate per 
cent., tax should no doubt be deducted. If the rate varies or the 
principal outstanding is constantly changing, no deduction may be made. ` 

Annoutties.—Tax is always deductible from an annuity. In the 
case of certain large insurance companies, special arrangements have | 
been made with Revenue authorities, under which they may pay with- 
out deduction all annuities due to persons who prove to the surveyor 
that they are exempt. 

PATENT ROYALTIES.—Tax is always deductible from such payments. 
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The Rate at which Deduction is Made 

As a general rule, tax is deducted at the rate in force while the 
interest, etc., was accruing. Interest for the twelve months ended 
5th April, 1919, should suffer deduction at 6s.—the rate for 1918-19. 
Interest for the twelve months ended 5th October, 1918, should suffer 
deduction at 5s. 6d. (half at 6s.—the 1918-19 rate, and half at 5s.— 
the 1917-18 rate). 

A peculiar rule had better be mentioned, although fortunately it 
operates rarely. Ifa man is entitled to deduct tax from certain interest, 
and he pays that interest otherwise than out of a taxed or taxable source 
.of income, he must deduct tax at the rate of tax in force on the day on 
which he makes the payment. This applies where a man (or more often 
a company) has no assessable income. 


The Position of a Person Paying Interest, etc., without 
the Right to Deduct Tax 


The law is not ell that can be desired in this connection. As 
explained above, if the interest, etc., is paid “less tax,” no deduction 
is made from the assessment on income on account thereof, because the 
payer recoups himself at the expense of the recipient. But if a tax 
payer makes a payment from which he may not deduct tax, he should, 
in theory, be allowed to consider his income decreased, for income tax 
assessment purposes, by the amount thereof. Thus— 

Income : . . . £500 
Interest from which tax may 3 not be deducted k 10 


£490 


His income might be expected to be regarded as £490 only. This 
is the case as regards— 
(a) Interest paid to a bank. 
(b) Interest paid to a discount house. 
(c) Interest paid to a member of a Stock Exchange. 
(d) Interest on a loan used for trading purposes (not as capttal for 
the trade). 

This is not the case as regards any other short-loan interest, or any 
other interest at a fluctuating rate. For example, a man may have a 
salary of £200, and may have to pay a moneylender {11 interest in a 
certain year. In practically no circumstances may he deduct tax from 
the interest, yet his income is regarded as £200. (The reason, briefly 
stated, is that the £11 was not incurred in earning the income, but was 
a payment out of the income for a loan, just as rent is payment for the 
loan of a house.) 

There may seem little difference between the interests mentioned 
under (d) above, 1.¢., between interest on a loan used for trade purposes 
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and interest on a loan used as capital. The distinction is roughly this : 
If a trader constantly maintains a loan from a particular person, it is 
fairly certain that the sum borrowed is being used as capital. But if 
in January he has a loan from A, in February from B, in March from 
C, in January from A again, it is fairly certain that the loans are merely 
trading advances. Or even when the loans are always from one person, 
if on Ist January the loan is £183, on 8th January £250, on 18th January 
NIL, on Ist February £310, and so on, the interest is probably a pay- 
ment for trade accommodation and may be deducted in the accounts 
as an ordinary trade expense. 

Where, therefore, tax may not be deducted from interest or similar 
payment, the payer can get no allowance for income tax purposes, save 
as regards the classes of interest specifically mentioned above. 


Interest Paid to a Bank 


In rare cases, tax may be deducted from interest paid to a bank, 
t.¢., where the loan is for a fixed amount a at a fixed rate of 
interest. 

In other cases, the interest is a mere trading expense, and must 
be charged in the trader’s business accounts, like every other trade 
expense. 

In the remaining cases, the interest is a payment for a loan. The 
loan may be used for investment purposes, such as the purchase of 
War Loan, of stocks or shares, or of a house. Alternatively, the loan 
may be used to repay a debt or to spend. In all such cases, in con- 
sideration of the bank (which must trade in the United Kingdom), 
including the interest in its own accounts as a business receipt, the 
payer is entitled to be repaid tax on the amount thereof. 

The repayment referred to, of course, signifies that tax to cover has 
already been paid by the tax payer. A person who has no income, 
or is exempt from taxation or for other reason has paid no tax for the 
year, can obviously secure no repayment. 

Tax is repaid at the rate at which the tax payer has paid tax. 
When the tax payer has paid tax at more than one rate (on different 
sorts of income), the repayment is made at the rate on the income in 
connection with which the loan was used (or on the source of which 
the loan is secured). Thus, if the loan was used to purchase a house, 
the repayment will be repaid at the (unearned) rate at which tax has 
been paid on the annual value of the house. If the loan was used to 
purchase dividends, the same will apply. If the loan was used “to 
spend,” the borrower would be asked what security the bank had 
required and held for the loan. This will usually be found to bring in 
income at an unearned rate. 

It may be said that repayment in 1 respect of bank interest is 
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. practically always made at an earned rate, if the tax payer has paid 
an equal or larger amount of tax at that rate. 


Interest Paid to a Discount House | 

Interest of this character is under the same rules as interest paid 
to a bank. It is, therefore, only necessary to answer the question : 
“What is a discount house?” This term is not legally defined, and 
must, therefore, be interpreted in its ordinary commercial sense. It is 
well known that there is a class of commercial concern which carries 
on a business between that of a financier and a bank, but including a 
good deal of the business of both. Such a concern discounts bills, 
probably deals in bills of exchange, and in a general way trades, with 
money as its commodity. The term need not be defined more clearly. 
But the discount house must carry on business in the United Kingdom 
and must be able to show that the interest is included in its accounts 
as a taxable trade receipt. As stated, interest paid to such a concern 
is treated just as interest paid to a bank is treated. 


Interest Paid to a Member of a Stock Exchange 

Here again the interest is treated just as bank imterest. London 
readers may -be reminded that the words are “a” Stock Exchange and 
not “the” Stock Exchange. Interest paid to any member of any 
Stock Exchange, who carries on business in the United Kingdom and 
can show that he has included the interest in his accounts as a taxable 
trade receipt, is within this section. 


Interest Paid to a Building Soctety 

Without a special arrangement, the person paying interest to a 
building society would be in an unfortunate position. The interest is 
not the kind from which tax may be deducted, yet there is no legal 
provision by which the assessment on the house may be reduced 
accordingly. In view of the widespread character of the building 
society movement, some special arrangement clearly became necessary. 

A further consideration emphasised the necessity. Building socie- 
ties paid dividends, bonuses, and interest on loans. The legal position 
was (and is) that the societies should deduct tax therefrom, which tax 
must in some way or another be paid to the collector of taxes. As a 
large proportion of persons receiving such dividends, etc., were exempt, 
many repayment -claims were necessitated, causing trouble to tax payers 
and the Revenue authorities alike. 

Two alternative arrangements were, therefore, offered building 
societies, called ‘ Arrangement A” and ‘‘ Arrangement B.” A society 
could or may accept either or neither. In the latter case, the rules 
stated above apply. : 
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Building Society “ Arrangement A”’ 

This is less popular than the “ Arrangement B.” Its features are 
as follows— 

(a) An exempi borrower pays interest to the society in full (#.¢., 
without deducting tax). His property is not charged, save as regards 
any other interest or ground rent payable to some person from whom 
he may deduct tax. 

(b) A borrower who is not exempt may pay interest to the society 
“Jess tax.” Having deducted this tax, he gets no allowance from the 
property assessment, which must be paid in full. This payment to the 
collector includes the handing over of the tax deducted from the interest. 

(c) The Society does not pay tax in respect of any property in its 
hands as mortgages, except such tax as it may be entitled to deduct 
from ground rents. 

(d) The Soctey may deduct tax from any fixed deposit interest or 
members’ interest paid to persons who are not exempt. 

(e) The Soctefy makes a return of tax it has borne under (b) and 
of the tax it has retained under (d). If (b) exceeds (d), repayment of 
the excess may be claimed. If (d) exceeds (6), it must pay the 
deficiency to the collector. 


Building Society “ Arrangement B ” 
' This arrangement is the usual one. Its terms are as follows— 

(a) An exempt borrower does not deduct tax from interest he pays 
the society. He pays in full. His property is not charged, save as 
regards any other interest or ground rent payable to some person from 
whom he may deduct tax. 

(b) A borrower who is not exempt does not deduct tax from interest 
he pays the society. On producing a certificate from the society, the 
assessment on his property is reduced by the amount of the interest. 

(c) Where the allowance is not claimed under (b), it may be 
reclaimed at any time within three years from the end of the year of 
assessment concerned. 

(d) The Soctey pays tax on one half the amount of dividends on 
shares, bonuses, and deposit interest credited in the preceding year. 

(e) The Society’s investors and depositors are not assessed in respect 
of their dividends or interest from the society. 

Payments which are not ‘‘ Charges on Income ” 

VOLUNTARY PAYMENTS.—There are certain payments which, whether 
annual or not, are never subject to the rules regarding the deduction of 
tax. The chief of these payments are voluntary payments. Allowances 
to parents or other relatives, or, in fact, to any persons whatever, are 
not payable “less tax.” Of course, if the tax payer voluntarily enters 
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into a binding agreement to make an annual allowance, such allowance 
is not “ voluntary ” and tax is deductible therefrom. 


Certain Compulsory Payments are not ‘‘ Charges” 

By way of example here, we may take the extreme case of a tax 
payer who is under legal obligation to make a payment to a Poor Law 
authority for the support of his aged parent. This is a good example, 
because not only is the payment absolutely compulsory, but it is 
probably fixed to an extent according to the size of the payer’s income, 
which is in no way secured or attached to any item or source of income. 
But a more conclusive reason is that it is the wrong sort of payment. 
It is not income to the recipients. It is rather payment to them for 
doing something which according to the law should fall on the payer. 

Similarly, the payment of a debt, by compulsory annual instalments, 
has nothing to do with the deduction of tax. It is an annual payment, 
made perhaps under legal compulsion ; but it is not (to the recipient) 
a receipt in the nature of income. 


Payments for Services 

Tax may not be deducted from payments for services, whether the 
services are being rendered or were rendered in the past. In the latter 
case, the payment is frequently in the nature of an allowance, perhaps 
voluntary. If the payer entered into a binding agreement to make an 
annual payment in consideration of past services, tax is deductible 
therefrom. But it must be noticed that as soon as the agreement is 
binding, the annual payment has no relation to the services. It is an 
annuity whose source is the agreement prior to which"it'had no legal 
obligation. 
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Watling Street 


ISITORS to St. Paul’s Cathedral will have noticed over each of the 
prebendaries’ stalls the first words of a psalm in Latin, indicating 
the portion of the Psalter that each prebendary is bound to recite every 
day. There is added also a place-name, being that of the manor attached 
to a prebend, that is the portion of the Chapter’s landed property assigned 
to the holder. The oldest of these manors is the parish of Tillingham, 
in Essex, which was given by King Edgar to the Cathedral and charged 
with the duty of furnishing it with timber. Some other names are 
Consumpta-per Mare, Eald Street, Portpool (where now is Gray’s Inn), 
and the singular name Rugmere. The Romans, in the early days of 
their occupation, constructed a military road, later called Watling Street, 
from Chester to Dover. At first, it avoided London, and coming down 
what is now the Edgware Road kept straight on over the present Parks, 
crossed the river at Westminster—kmown once as Thorney—and so 
passed through Kent by the route still recognisable as Stone Street, 
till it ended at Dover. When London became important enough to have 
a bridge, the Watling Street was diverted and brought eastward along 
the line of Oxford Street, or the Oxford Road, to give it its once familiar 
name. When the military road reached what is now Bloomsbury, but 
in Saxon times was Rugmere—the mere or marsh on the ridge—it was 
found apparently that the ground was too swampy to be traversed. 
The Roman roadmakers, therefore, carried their Watling Street with a 
great semi-circular slope southward through St. Giles’s and round by 
High Holborn into the straight again. When, in after ages, the swamp 
was drained, it became covered with houses, and it was not until Queen 
Victoria’s reign that New Oxford Street was cut right through the district, 
thus joining up the link that was broken in the Roman military way. 
In its last stage, Watling Street, once again diverging, slanted south- 
east and finished in Cannon Street, where the early west wall of the City 
stood. Many people think that London Stone, which can be seen affixed 
to the wall of St. Swithin’s Church, formed part of a Roman milestone, 
showing the distances from Londinium to various settlements and 
stations. This, however, has been disputed, but the little bit of the 
ancient Watling Street that retains its name is a genuine relic of Roman 
London. 
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Statutory Companies and Increased Charges 


MA public utility companies have taken advantage of the Sta- 
tutory Companies (Temporary Increase of Charges) Act (1918), 
and there have been several references to this Act by chairmen of general 
meetings. Under the Act a tramway company, for example, if adversely 
affected by the war, may apply to the Ministry of Transport for relief 
up to one-half of the pre-war rate of dividend. Accordingly where the 
pre-war profits have been wiped out by circumstances arising out of the 
war, the company may obtain sanction to charge increased fares to 
enable it to make one-half of the profit made before the war. This 
power remains in force for two years after the war. Over twenty tramway 
undertakings have been compelled to apply for sanction. 


Company Consisting of Directors 


If all the shareholders of a company are directors, can an act which 
is invalid as an act of the directorate be valid as an act of the company ? 
This novel question was discussed in re The Express Engineering Works, 
Lid, (The Times, 13th February). There were five shareholders who 
were also directors of the Company, and at what was described in the 
minutes as a First Board Meeting they decided to issue debentures in 
payment for a property in which they were interested as vendors. Article 
9 provided that no director should as a director vote in respect of any 
contract in which he might be interested. 

Upon the company going into liquidation, the liquidator sought 
to upset the issue of debentures. 

Clearly the proceedings at the board meeting were invalid as the 
directors, being interested parties, were unable to vote, and consequently 
there was no quorum. On the other hand, if the directors could be 
regarded as present in the capacity of corporators, the act was valid. 
The Master of the Rolls took this view. Although the meeting was a 
directors’ meeting “it might well be considered a general meeting of the 
company, for although it was headed in the minutes as a board meeting, 
yet if the five persons present had said ‘ We will now constitute this 
a general meeting’ it would have been within their powers to do so, and 
it appeared to his Lordship that that was in fact what they did.” 

The case is worthy attention by private companies, and it is important 
to note that aH the members of the company were present at the meeting. 
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Auctioneers and Interest on Deposits 

A correspondent of The Times asks who is entitled to the interest 
allowed by banks on deposits between the date of auction sale and the 
date of actual completion of the sale, a period which frequently covers 
about six months, and may extend to a much longer period. The 
practice of auctioneers is, it is stated, to treat such interest as belonging 
to themselves, and not to account for it either to the vendor or to the 
purchaser. Yet it is difficult to see the justice of this, as the corre- 
spondent points out, the deposit does not belong to the auctioneer, but 
—subject to completion of the sale—to the vendor. 


Can a Company Exercise a Profession ? 

A limited company can be a director and a fortior a secretary of a 
limited company, and yet in both these cases the corporate body is 
carrying on a profession. In Esplen, Son & Swatnston, Lid. v. Inland 
Revenue Commisstoners, the company appealed against an assessment 
to Excess Profits Duty. The company consisted of three shareholders 
who were the sole directors and also naval architects. Before the 
registration of the company, the three shareholders carried on their 
professional work as naval architects, and the company was formed 
to do the same business. The work of the company was done by the 
directors personally. 

Section 39 of the Finance (No. 2) Act, 1915, excepts from the 
incidence of Excess Profits Duty “any profession the profits of which 
are dependent mainly on the personal qualifications of the person by 
whom the profession is carried on.” 

Rowlatt, J., in confirming the assessment, held that “jt is of the 
essence of a profession within the meaning of the exception that the 
profits should be dependent on the personal qualifications of the person 
or persons who carried it on. The Section refers to the personal quali- 
fications of the individual only .... The business of a naval architect 
is a profession, but the business of a company who sends out naval 
architects to do the work is not a profession within the exception.” 


Directors’ Right to Refuse Registration of a Transfer 

A correspondent asks whether an alteration in the Articles of 
Association giving the directors the right to refuse to register a transfer 
would hold good in law. We should require further information before 
expressing any precise opinion, as, for example, whether the alteration 
was bond fide and in the interests of the company, and whether it could 
be regarded as involving a breach of contract with a particular 
shareholder. 

According to the latest decision on this ‘subject (BUSINESS ORGANISA- 
TION AND MANAGEMENT for January, p. 99), the test applied is this: 
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Is it in: the interests of the company? If so, it would be upheld by 
the Court, even though prejudicial to an individual shareholder. But 
this will not affect the rights of a shareholder who has a specific con- 
tract with the company which is infringed by the alteration in the 
Articles. The injured shareholder would have his right of action for 
damages. 

We may add that a private company requires an article giving the 
directors power to refuse transfers of shares, whether fully paid or not. 
On the other hand, a public company’s shares would not be allowed 
to be dealt in on the Stock Exchange, if the directors’ veto applies to 
fully-paid shares. 





Letters of Administration—Subsequent Will 

Another correspondent raises an interesting point, viz., the pro- 
cedure to be adopted where an administrator has been duly registered 
as proprietor of the stock, but at a later date a will has been found and 
probate has been granted. As a result, the executors have lodged the 
probate with a request for registration as proprietors. 

Our correspondent does not state whether the stock has been dealt 
with in any way by the administrator; but, if so, the company is fully 
protected by the Confirmation and Probate Act, 1859, which provides 
that payments or transfers made in reliance on any instrument sealed 
under 21 & 22 Vict. c. 56, are protected, notwithstanding any defect 
affecting the validity of the letters of administration (or probate). 

The currency would be further protected by the Colonial Probate 
Act, 1892, by which a foreign or Colonial grant, if sealed in this country, 
shall have the same effect as if granted in this country. 

Assuming that the letters of administration were duly re-sealed, the 
administrator has become the legal owner of the stock, and any transfer 
by him would be valid. As regards the present position of the registered 
proprietor (the administrator) we take it the grant of administration has 
been revoked, and accordingly upon entry of the necessary particulars 
the executor would become the registered proprietor, provided that the 
necessary re-sealing has been effected. 





75 








Business : Organisation - and - Management 





The Registration of Mortgages 
and Charges 


By A. H. TAYLOR, Assistant Registrar of Joint Stock Companies; and 
P. D. Hmap, B.A. (Oxon.), Barrister-at-Law 


Special Cases 


A MORTGAGE executed in Scotch form was executed by the com- 
; pany on the 18th December, 1912, and by another party on the 

8th of the following month. On the ground that the transaction was 
incomplete until the latter execution had been obtained, the statutory 
period within which registration must be effected was allowed to run 
from the later date upon a confirmatory letter as to the facts being 
received from the solicitor engaged in the matter. 

A mortgage executed in London and sent undated to Trinidad as an 
escrow pending completion of the purchase of property in that island, 
was executed there and retained for filing in accordance with the practice. 
A copy of the mortgage authenticated by the seal of the company was 
accepted for registration on a statutory declaration being furnished as 
to the actual date of deliveçy. The declaration was referred to in the 
form of particulars, but not in the certificate of registration. The 
latter was to the effect that “a mortgage or-charge created out of the 
United Kingdom comprising solely property situate outside the United 
Kindgom ” had been registered. 

An insurance company, in order to raise money to carry on a new 
department of its business, issued a certain number of “ certificates ” 
which were to have the benefit of a floating security, created by a trust 
deed, over the surplus assets of that department after the payment of 
claims, working expenses, etc. Registration under Sub-section 3 was 
effected. 

A scrip certificate, impressed with stamp duties of 10s. and 1d., and 
adjudged duly stamped, for debentures for £75,000, having the benefit 
of an agreement for a loan of £150,000 entered mto between a company 
and a firm arranging the loan, pending the issue of the actual deben- 
tures, was registered on the lines of the case of a trust deed executed 
prior to 1901, where it was afterwards decided to issue further debentures. 
In the latter case the production was required of a debenture or stock 
certificate dated within twenty-one days of the date of application to 
register. 
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Debentures issued by way of collateral security to trustees of a trust 
deed to secure debenture stock were registered under Sub-section 4, 
although it might be held that Sub-section (1) (a) applied. 

A series of debentures was created by a resolution passed in Melbourne 
where the debentures were executed. As it was physically impossible 
to produce a debenture within twenty-one days of the date of execution, 
it was decided to accept a statutory declaration from the secretary of the 
company to the effect that a charge had been created within twenty-one 
days of the date of application to register and to issue a certificate of 
registration, from which the reference tô the production of a debenture 
had been excised. The certificate was not actually issued until one of 
the debentures had been produced as evidence that a charge had been 
created. 

An application to register a memorandum accompanying a deposit - 
of deeds relating to properties acquired since the execution of the 
debenture trust deed in 1886, elicited the opinion that, if the effect of 
the memorandum is to convert the floating charge created by the deed 
into a fixed charge, registration was necessary. 

An agreement to advance money for which debentures, when required, 
would be issued was accepted for registration. The debentures were to 
contain a charge on all the company’s property, present and future. 
The instrument was only stamped with the duty of sixpence. 

An application to register a series of debentures which did not contain 
a charge was refused, in spite of the fact that one of the articles of 
association of the company provided that any debentures issued in 
pursuance thereof should be a first charge on all property and assets. 
There did not, however, seem to be any objection to register each 
debenture separately. f 

A deed of exchange was registered under peculiar circumstances, 
The property to be exchanged was subject to a charge contained in a trust 
deed to secure debenture stock. In addition to the exchange the 
property comprised in the charge which was held under leases was con- 
veyed to the trustees in whom the fee simple became vested. Although 
there was no direction by a person expressed to direct as beneficial 
owner (vide Form C in the Third Schedule to the Conveyancing Law 
and Property Act, 1881), it was deemed desirable to register. 

A deed or agreement extending the time for payment of a series of 
debentures will be accepted whether the individual debentures have 
been registered (as was the practice under the Companies Act, 1900, 

“prior to the decision in re Harrogate Estates, Limited), or whether 
particulars of the series have formed the subject of registration. 

A question arose as to whether the general charge contained in a 
trust deed to secure debentures was sufficient when part of the property 
charged was situate abroad. It was thought that a separate deed 
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charging the foreign property would be necessary in order to comply 
with that part of the section relating to that description of property. 

The case of British Columbia Development Association, Lid. (1912), 
W.N. 235, was one in which a trust deed to secure debenture stock 
created a charge on all assets and property of the company. By a deed 
of even date (1906) the company agreed to pay to the trustees one-fourth 
of the profit resulting from certain transactions with railway companies 
from whom it had bought land for the purposes of a scheme, and charged 
all rights under that scheme to secure the profits and issued to debenture 
stock holders certificates for*a bonus equal in amount to the stock 
allotted to each person. By another deed in 1907 the company charged 
with the payment of these bonuses one-fourth of the profits to result 
from other similar schemes. These deeds of covenant were held to be 
void for want of registration. They created a charge to secure the 
debenture stock and also floating charges on all profits present and future. 

Another unusual case was that of a House Investment Company, which 
issued a certificate as a record of an application for a house property 
bond to secure a certain sutn with interest at the end of a certain period, 
upon the registered holder of the bond paying a stated weekly subscription 
during such period. One of the clauses of the certificate provided that 
the funds of the certificate holders should be invested in the names of 
trustees, and that the liability of the company should be covered by 
the deposit with the trustees of cash on approved securities. The latter 
were to be placed in boxes m the custody of the trustees, but no 
memorandum of deposit was executed. As no bond had ever been 
issued, it was impossible to say whether or not it might contain a 
registerable charge. But it was thought that the deposit constituted 
a charge on land, and registration was accordingly effected. 

In connection with mortgages effected through an agent of a company, 
the true test seems to be not the names in which a transaction is effected, 
but whether the beneficial interest at one time belonging to the company 
was diminished by a mortgage created by the company, whether by 
agents or not. 

In one case property was purchased in the names of two directors 
of a company, who in their individual capacity created mortgages on 
it. They then entered into a contract with the company to deal with 
the property as the company might direct. Registration was advised, 
as it was thought that the mere fact that the transaction was carried 
out in the names of the directors is immaterial. 

In another case, a company was desirous of purchasing property of 
which it was a tenant and the managing director found most of the 
purchase money, the company finding the remainder. The premises 
were conveyed to a nominee of the company who mortgaged them to 
the managing director to secure his loan, and on the day following the 
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equity of redemption was sold to the company, the nominee’s covenant 
to repay the loan and interest being released by the managing director, 
and the covenant of the company substituted therefor. This method 
of dealing with property is a familiar one for avoiding the whole interest 
in what is really an equity of redemption being caught by a debenture 
trust deed. The mortgage was not made by or on behalf of the company, 
and the only property it ever acquired was the equity of redemption 
subject to the mortgage. Registration was consequently not required. 

The total of a series of debentures was not stated in the conditions 
endorsed on the debentures. In this case the borrowing powers, by 
means of debentures, were limited by the articles of association to a 
certain amount and could not be exceeded without the consent of a 
general meeting of the company. This amount was allowed to be 
stated in the form of particulars as the total of the series; but the 
matter is not regarded as a precedent. The section requires the total 
amount to be stated. A series of debentures charged the net profits 
earned in its business by a company which would be available for 
dividend. The conditions in the debentures provided that the holders 
would rank as ordinary creditors in a winding-up. In view of this 
latter fact, it was thought that a mortgage or charge within the section 
had not been created. 

In regard to the notification of further issues of debentures after 
the first issue it may be mentioned that particulars of issues of debentures, 
secured by a trust deed registered under Sub-section (1) (a) of Companies 
Act, 1907, were accepted on the official form (No. 48) in 1909, although 
registration of the particulars of the series had not been effected under 
Sub-section 4. The particulars of previous issues of the debentures 
were required to be stated in the form. 

Buenos Ayres Southern Dock Co. In this case the Court, after con- 
sidering the decision in Harrogate Estates, Ltd. (1903), 1 Ch. 498, ordered 
in 1909, that particulars of debenture stock should be registered under 
the Companies Act, 1900, Section 14 (4). The stock holders were to 
have the benefit of the charges contained in certain deeds executed in 
1902 and 1905, which were superseded by a deed executed in 1907, and 
the order was made under the Act of 1900, as there appeared to be a 
doubt as to whether or not registration of one or more of the earlier 
deeds should not be effected. A special certificate was issued in the 
matter which is not likely to recur. 

Registration was refused in the case of a copy mortgage executed 
in Bremen by attorneys in favour of a German being contrary to 
Proclamation (No. 2), relating to trading with the Enemy of 9th 
September, 1914. y 

In the following case registration was allowed as it was “on the 
border line.” Property was purchased by a company pursuant to an 

79 





Business - Organisation -and > Management 





arrangement with the trustees for debenture holders. A conveyance 
between the vendors, the company, and the trustees was executed 
whereby the property was conveyed to the trustees upon the trusts of 
‘the trust deed subject to the company’s equity of redemption. The 
trustees could only find part of the money and the company found the 
remainder, which had not wholly been repaid to it. The contention 
was that the conveyance was a deed by which property already covered 
by the floating charge in the trust deed became subject to a specific 
mortgage and consequently required registration. 

In the case of a certified copy of an acknowledgment of indebtedness 
with a mortgage executed in Alexandria in favour of certain foreigners 
including glien enemies, registration was, on advice, allowed. The 
registrar's functions being ministerial if an offence under the Trading 
with the Enemy Acts and Proclamations has been committed, regis- 
tration will not condone it or act as a release from the offence. This 
seems to be a reversal of the opinion given in a previous case. 

Application to register a deed of covenant dated 29th June, 1915, 
supplemental to a mortgage of 15th January, 1914, one of the clauses 
of which provided that the mortgage shall be read as if the company 
being then the owner of the property mortgaged had been a party 
thereto instead of the mortgagors, and as if the mortgage had contained 
the covenants on the part of the company set out in another clause 
was allowed on the ground that the deed of June did create a mortgage 
upon the premises comprised in the January mortgage, being in fact a 
duplication of that mortgage. 





A Return to Barter 


Ae interesting return to primitive methods of trade is reported from Poland, 
where barter on a wholesale scale has been resorted to by the farmers in order 
to cope with the difficulties of the exchange position. Their enterprise is described 
by the Times Trads Supplement as an example of dogged perseverance in the 
face of ‘overwhelming difficulties. Unable, on account of the depreciation of 
Polish currency, to mmport raw materials in the usual way, the directors of the 
United Agricultural Syndicate of Poland, one of the strongest economic bodies ` 
im the country, have solved their problem by devising an ingenious scheme of 
barter. The Polish farmer receives a quantity of fertilizer, for which he pays in 
kind with a definite percentage of his crops, such as cereala, potatoes, or sugar. 
The factory receives this percentage of the products in return for a definite per- 
centage of the flour, starch, or sugar. produced. This sugar, grain, or starch is 
exported to pay for the orginal purchase of fertilizer in London Such a scheme 
is now working, and Poland business men are to be congratulated upon the success 
of their efforts. 
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‘“ In ihis article the writer maintains that the policy of Britain's great joint stock banks 
towards trade enterprise is niggardly and obsolete.” 





The Money Market and British Trade 


By 8. Howanp Wiruny, F.0.1., ALAA. LAA. 


LL currency questions and the branch of the science of economics 
known as banking, appear to the average man as very big and 
complicated subjects, the result being that our people as a body are 
indifferent to the laws and systems of banking. It is true that some 
of our business and professional men are now beginning to take a keener 
interest in this important subject, but the huge majority of our people, 
including those engaged in industrial and factory organisation and man- 
agement, still possess very vague ideas on currency questions. The 
reason is, perhaps, that the subject is little understood, probably because 
to those immersed in technicalities and figures all the week, the subject 
_ is not sufficiently interesting. 

I shall endeavour, therefore, to analyse some of the apparent mysteries 
of our monetary system in an interesting way, and to show that most 
of our industrial and trade difficulties can be overcome by a rational 
system of currency. 

Before we consider the meaning and functions of money, a brief 
historical survey is necessary in order to see how the English private 
banks and the deposit system originated. Until the time of the Tudors, 
there was no internal money market of any kind in this country. In 
1572, Sir Thomas Gresham, a merchant and Lord Mayor of London, 
raised the first internal loan for the Government. 

One of our currency laws has been called after him—Gresham’s Law. 
The currency in his time was in an exceedingly bad state, and one of the 
most noticeable features was that the new gold and silver coins dis- 
appeared from sight very quickly. The reason was that, as Gresham dis- 
covered, if a person possessed a number of new coins and a number of 
old coins, which were supposed to be sovereigns, and a debt had to be 
paid that amounted to a sovereign, he paid with the inferior coin, 
if the creditor would take it. The bad coins drove the new coins 
out of circulation. All sorts of gold coins were in circulation up to the 
early nineties of the last century, some of them very worn and light, 
and the Governmeyt announced their determination to put the gold 
coinage on a better footing, and that all and any persons possessing old 
gold would receive full value for it upon presentation before a given 
date, after which those possessing light gold would have to stand the 
loss themselves. 

Ever since those times London has had a money market of some sort, 
and with the quick expansion of trade, merchants became increasingly 
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wealthy, and the Tower of London was used as a depository for surplus 
money. There were no banks as we understand them to-day, and 
with the exception of a few Bills of Exchange, there were no paper credits, 
no cheques or bank notes. The use of the Tower of London as a safe 
place for the custody of money continued until Charles I appropriated 
some of the deposits, 


Origin of Banking 

After that, the merchants of course deposited no more, and with the 
large quantities of surplus money arose the question of what the owners 
could do with it. The goldsmiths of Lombard Street possessed big and 
strong fire-proof safes in their underground passages, and as they were 
known.to be reliable and honest men, the merchants began to lodge 
their money for safety with the goldsmiths. The goldsmiths would give 
the depositor a receipt for the amount of money which was deposited 
at call. The depositor could withdraw all or some of his money from 

the goldsmiths at any time on demand by a cancellation or endorsement 

of the receipt. In this way the goldsmiths accumulated a large amount 
of money and by experience they found that it was necessary to keep 
only 25 per cent. at the most of their total deposits, to meet the calls 
that were likely to be made. The receipts given for the deposits were 
used as currency, because of the recognised honesty of the goldsmiths, 
the people finding they could settle debts with those slips of paper as 
readily as with gold. The people had confidence in the honesty and 
ability of the goldsmiths to meet demands, so that instead of withdraw- 
ing money to pay accounts, people used the receipts for that purpose 
and kept their money in Lombard Street. With the remaming 75 per 
cent., which was not likely to be demanded, the goldsmiths commenced 
lending to other people at interest. They also began to offer a small 
percentage of interest for money in order to increase their quantity of 
money available for lending purposes. With this development of the 
money market they discovered that instead of lending gold they could 
issue vouchers or paper credits. In this way the amount of currency, 
gold and paper in circulation, was far greater than the amount of money 
actually deposited, and it was perhaps only natural that goldsmiths 
gradually became bankers, offering interest on deposits and incidentally 
increasing their business by rent collecting for large and wealthy land- 
owners. This dealmg in other people’s money was profitable and our 
money market started. Other persons in other parts of the country 
did the same sort of thing. 

The use of paper credits in the settlement of accounts was very useful. 
One person could pay a debt by means of a voucher, the second person 
could likewise settle an account with another person, and so on, and the 
value of the paper’money as currency was, of course, terminated only 
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when it was at last presented to the goldsmith or banker for payment in 
either gold itself or a fresh paper credit. So that for every gold sovereign 
deposited at a bank, the banker issued paper money to the value of, 
say £8. : 

We see, then, that in the first place, before the more extensive 
utilisation of paper credit forms of currency, the value of money was 
due to its intrinsic value—the value of the metal of which it was made 
or in which it was legally convertible. 

With the growth of credit and paper currency an entirely new system 
of money was evolved and it became necessary to have a big credit 
institution. In 1694 the Bank of England was founded, and in 1833 
Bank of England notes were made legal tender. 

A series of crises between 1811 and 1838 led to the Bank Charter 
Act of 1844, by means of which it was hoped to solve the currency and 
banking problem, and to prevent panics and disasters. Instead of so 
doing, however, it killed enterprise and had to be suspended three times 
within 22 years. It was set up again and continued until our banking 
system collapsed in August, 1914. Why did our banking system collapse 
in 1914? Because the banks were unable to meet the demand for gold 
made upon them. They did not possess sufficient gold to meet their 
obligations. In other words, the gold basis of currency collapsed, and 
clearly proved that basis to be unsafe and dangerous. The Government 
were obliged to come to the assistance of the banks by issuing hundreds 

of millions of currency notes, with the national credit behind them. 


Gold Basis of Currency 


Let us see more clearly what is meant by the gold basis of currency, 
and how the banks manufacture money. The opinion of the average 
British depositor; at any rate up to August, 1914, was that paper money 
—cheques, bills of exchange and bank notes—was represented by gold 
at the banks. But the experience of 1914, when the banks had to close 
down for three days because they did not possess enough gold to pay 
depositors or the holders of bank notes, clearly proves that paper credits 
have not “gold behind them.” The banks’ customers were compelled 
to accept paper money, supported by the nation’s credit, and although 
the banks were legally compelled to pay gold on demand, the fact is 
that they do not pay gold and cannot pay gold, if every depositor 
demanded it. INDEED, NO ONE CARES WHETHER THE BANKS ARE LEGALLY 
COMPELLED TO PAY GOLD OR NOT, SO LONG AS PAPER OR ANY OTHER 
FORM OF MONEY PERFORMS THE SAME CURRENCY FUNCTIONS. Now, as 
to the way money is made. If the reader borrows £1,000 from a bank 
the bank will not give him gold—gold would not be asked for except 
if it were needed for external purposes—and the loan is effected by means 
of a credit in the bank ledger and a cheque book supplied, by means of 

83 














Business - Organisation -and - Management 


which he can draw cheques to the extent of £1,000. The reader owes 
£50 to Brown his tailor, and pays Brown by cheque. Brown pays the 
cheque into the bank, which sends it to the original bank, and Brown’s 
account is increased by that amount enabling him in his turn to draw 
cheques up to an additional £50. In this way a bank with a stock of, 
say £15,000 in actual gold, manufactures money to the extent 
of not only £15,000 but probably £200,000. But the banks will 
only issue credits to people who give good securities, and a very 
important point is that they would, until quite recently lend money for 
any purpose, providing the security be sufficient. The object the money 
is needed for does not necessarily enter into the transaction at all; and 
even though good security is given there is a limit to the giving of these 
credits. Bankers will state that they cannot issue more credits than is 
represented by a certain sum in proportion to the amount of gold stocked, 
because otherwise they would not be able to satisfy demands for gold, 
if there was a “ run” onthe bank. Here we see the reductio ad absurdum 
of the gold basis, for the bankers know perfectly well that they do not, 
and cannot in any case, meet a run on the bank for gold. Now many 
bankers. and financiers and persons interested in gold production want 
us to go back to the “ good old gold basis of currency.” The members 
of the “ Committee on Currency and Foreign Exchanges ’-—-a committee 
consisting of bankers presided over by the Governor of the Bank of 
England (Lord Cunliffe) appointed to consider among other things “ the 
various problems which will arise in connection with currency,”-—recom- 
mend a return to the gold basis. Why? Because it is m the interests 
of the bankers and financiers that money should be dear, 4.¢., that the 
giving of credits should be restricted, in order to create demands for 
loans for which, by means of the Bank Rate, they can charge 6 per 
cent. (at present) and so pay dividends of 15 to 25 per cent. to bank 
shareholders. The bankers wish to control the price and issue of money 
for the benefit of the bankers and financiers, which can be done effec- 
tively by reverting to the gold standard—more loans mean greater 
profits and a higher rate of interest on bank shares. But our national 
banking arrangements cannot, from any point of view, be regarded as 
on the same plane as, let us say, the private interests of our manufac- 
turers and merchants. The manufacture and distribution of goods 
under our competitive industrial system which has been termed the 
“ basic principle of human progress,” is an entirely different thing from 
the science of banking. Banking deals with other people’s wealth, it 
produces no wealth itself and cannot be called, by any stretch of the 
imagination, an industry. The amount of paid-up capital invested by 
bank shareholders is an exceedingly small amount in comparison with 
the total amount of other people’s deposits in their control, as an 
examination of the Balance Sheet of any joint stock bank will reveal. 
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Now I propose to show how the bank rate and our methods of bank- 
ing, check enterprise, starve initiative, and how they tax industry and 
shackle trade, and cause unemployment, and that a return to the gold 
standard of currency issue would prevent the realisation of most of those 
beautiful schemes of reconstruction—Housing, Land Settlement, 
Education, Health, etc—that we have heard so much about. 


Bank Rate Fluctuation 


In the first place, our bank rate fluctuates from time to time between 
2 per cent. and 10 per cent., and is the most variable in the world. 
Since the passing of the Bank Charter Act it has changed nearly 500 
times. The burden on industry, and the insecurity of trade, can be 
well understood when it is pointed out that the raising of the bank 
rate by 1 per cent. means a tax on commerce of very likely £500,000 a 
month. The bank rate is used for one thing for the purpose of attracting 
gold from abroad, in the case of depleted stocks here, by raising the 
rate of interest and thus attracting capital to this country. In so 
doing, however, our own industries are taxed, as many of our traders 
and producers are trading with the help of loans from banks. The 
system of issuing currency for commercial purposes in a certain relation 
to the amount of gold in the banks means,'that when gold is exported 
for the settlement of foreign debts the banks either further contract 
the supply of money and credit, or tax the commercial community by 
raising the bank rate in order to attract gold from abroad. We see, 
then, that the Bank Charter Act is international in character, and it is 
obvious that all an enemy country need do to cause financial ruin here, is 
to secure and hoard as much gold from our market as possible. This is 
precisely what Germany did before the war. Large parcels of gold were 
purchased by German financiers in the London market, at a loss, and the 
Reichsbank actually increased its gold reserve from 36 millions in 1911 
to over 68 millions in June, 1914, the highest figure reached up to that 
time in the history of the bank. 


Gold Export Perils 


Our foreign competitors or enemy countries can succeed in crippling 
our internal trade by the simple process of forcing gold from this country 
in sufficient quantities; to say nothing of the consequent fall in the 
prices of securities. In fact, the mere knowledge of the possibility of 
such gold exports prevents our bankers from giving the necessary credit 
for commercial enterprise and the development of trade. Our bankers 
are, of course, not to blame for this, but their enterprise is undoubtedly 
hampered by the gold standard which prevents them giving, in many 
cases, sufficient support to trade and industry. 
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The recent reports of the National Provincial, the Joint City and 
Midland, the County and Westminster, Barclays, and Lloyds Banks, 
seem to indicate that in each case the shareholders consulted their own 
interests when they agreed to amalgamation. Their incomes have been 
increased, the concerns from which they draw them are handling more 
and more millions of the public’s money—and especially that of the 
industrial and commercial community—and the outlook is of the 
“‘rosiest ” description. Business men who do not happen to be either 
bank directors or bank shareholders, however, are very much less 
enthusiastic. They are anxious to see the banks’ energies extended 
in other directions than that of pure profit making. More elasticity in 
financing ventures is required. The general view was epitomised in a 
resolution passed by the Falmouth Chamber of Commerce recently, 
when, in calling on the Government to make further inquiry into the 
problem of currency and banking amalgamations, they asked that a 
committee of business men should be set up on which no banker or 
financier should serve. The evidence of these currency “ experts ” would 
be welcomed, but the view was that an independent opinion of the 
business men whose money enabled the bankers to make their profits 
should be obtained. 


Meaning of Bank Amalgamations 

The recent great bank amalgamations mean under present conditions 
a money trust, for the benefit of bank directors and shareholders first, 
and British traders a rather bad second. Take the following figures 
issued a few months ago by three of the great amalgamations— 


Advances 
Deposits and Bills 
Discounted. 
Midland . 7 p ; A £334,898,435 .. £138,462,910 oe 
County . ‘ 4 3 ; . £282,857,781 .. £141,231,912 
Barclay’s 4 £239,660,040 £128,296,337 


These three banks between them had over (837, 000,000 of their 
customers’ money at their disposal on 31st December, 1918. On the 
other hand, they discounted bills and advanced to customers £403,000,000. 
Now it has been the habit of bank chairmen, when the need for sup- 
porting home industries has been urged on them, to point to these 
figures suggesting that they may be taken as a measure of that support. 
If that is so, it is manifest that the advances to home customers should 
be separated from those to foreign customers and indication given of 
the extent to which this provision of accommodation has been in favour 
of bill brokers acting for foreign clients. 

The story of how, before the war, German trade, in competition with 
British trade all over the world, was financed by British banks, has been 
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told and re-told. A substantial proportion of the huge sums placed by 
British traders is still being used to finance our foreign rivals for trade 
and employment. We have been apt in the past to laugh at inter- 
nationalism in politics or economics, while at the same time we have 
suffered grievously from it in finance. 

As an indication of the endeavours which the Germans are making 
and propose to make for the purpose of recovering their lost trade, it 
is of interest to note that they are circularising and despatching agents 
to firms and business men in neutral countries, offermg to buy shares 
or lend money on stock or goodwill as security. These circulars seem 
to have been sent broadcast to Holland, Denmark, Norway, Sweden, 
Spain and Switzerland ; and many agents apparently are only awaiting 
their opportunity to cross the Atlantic as representatives of banking 
syndicates and industrial establishments, including Krupps. 





English and German Methods Compared 


The control and limitation of our trade and industries by a fraudu- 
lent gold standard strikes at the very root of Britain’s future problem, 
which is to place her business men on terms of equality with rivals for 
world-trade. The factor of the greatest importance must be the generous 
and scientific support of trade at the hands of our banks. But compared 
with the aggressive aid which German banks extend to industry, the 
policy of Britain’s great joint stock octopuses is niggardly, obsolete and 
of strangling influence on modern trade expansion. I cannot do better 
than quote here from an article in the Datly Masi in 1917, by Mr. F. W. 
Wile, the late Berlin correspondent of that newspaper; Mr. Wile says— 


In Germany, banka go into trade directly. They do so for two reasons. first, 
to secure profitable investment for ther own funds; and, secondly, in order that 
national prosperity, of which industry has become the bedrock, may be maintained 
and increased. . 

The result is that the bulk of Germany’s capital is invested where a nation’s 
wealth belongsa—at home. German money, of course, has been sunk, like a great 
deal of British money, in doubtful schemes in South America; the Far East, and 
other parts of the world; but it has always been the surplus over and above what 
was needed in Germany. The German banker and the German investor proceed 
on the theory that the raen of a Bremen shipping line or Dortmund iron 
foundry have a worthier call on their funds than a street railway ın Havana, a 


capital He pane goes away after having entered into Peia with the bank. 

“Partnership ” 1s precisely the relation which prevails between banking and 
industry in Germany. A concrete illustration will explain how the system works. 
Herr Schmidt and pepan Meyer own a process for a new grade of steel. Without 
introduction beyond the merit of their enterprise, they repair to the Deutsche 
Bank—or to any one of the great credit banks. 

They will be received, let us y, by Herr Schultz, that particular member of 
the bank's board of directors who specialises in steel and iron afinirs. He is 
probably already a director, as the bank’s representative, of eighteen or twenty 
different steel and iron companies. The Deutsche Bank’s directors sit on the 
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boards of nearly 100 industrial corporations Dr Walther Rathenau, organiser 
of Germany's war industry, who is a banker as well as an engineer, was a director 
of eighty manufacturing companies before the war—at that time he was 
co-managing director of a Berlin credit bank. 3 

Schmidt and Meyer will find—for ıt is the German way—-that Herr Schultz, 
though a banker, 1s well posted on metallurgical matters They discover that ho 
knows all about steel processes and can discuss with them intelligently the merits 
claimed for the Schmidt-Meyer patents. He pronounces their scheme good or 
bad—as the case may be If good, Banker Schultz elaborates a preliminary 
scheme for building a works or expanding an inadequate plant It 13 decided 
that £200,000 is required. “ All mght,’” says the banker, “ we'll form a company, 
allow you so-and-so much of the share capital for patents, goodwill, and managerial 
activities, and we'll retain the rest Four of our own directors will join your 
board and supervise our interests. Your steel 1s much needed in the Silesian 
mining and machinery trades We are strongly entrenched in both of those fields, 
and the Schmuidt-Meyer Stahlwerke Aktien-Gesellschaft Gmb.H. (Steel Works 
Co, Ltd) will get profitable orders Leave that to us.” 


This is an example duplicated every day on a larger or a lesser scale 
in Germany. Where Schmidt and Meyer get £200,000, the Hamburg- 
American Line, the North German Lloyd, Krupps, Thyssen, Stinnes, 
the “A.E.G.” electrical works; the Bayer chemical companies, the 
Borsig locomotive people and the countless other great German com- 
mercial undertakings get their millions. The consequence of this vast 
interlocking system of banking credits to industry is a formidable defen- 
sive and offensive alliance between finance and trade. To that alliance 
were due chiefly the pre-war triumphs of German commerce. Behind 
the Teutonic manufacturer and exporter you always find the Teutonic 
bank. The one discovers opportunities; the other enables their 
exploitation. 

Remembering that during the war period our trade and industries 
were maintained entirely by the National Credit in the form of Govern- 
ment Treasury Notes, we reach the conclusion that our banks, supported 
by British Credit, should be allied with the industrial and commercial 
concerns of the country, by the continued and increasing use of currency 
notes for purposes of industrial enterprise and support, and for that 
increased output. of all kinds of commodities upon which the huge 
majority of our people depend. 


(To be continued.) 











“ How to arrive at the amount of profit or loss on each contract by Job Costing ts 
clearly explained in this arlide.” 





Costing and Factory Organisation 
By H. Joxiius Lowi, Chartered Acoouniant (Hons.) 


Ii] 
Job Costing—Terminal Costs 


T accounts of a builder and contractor present the best illustration 

in simple form of the methods adopted in Job Costing. Under this 
system the object is to arrive at the profit or loss on each contract. The 
_ greater part of the work is estimated for so that the price 1s fixed in 
detail in advance ; other work is done by day work, and it is then no less 
important to ascertain the exact cost. 
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The wages are dealt with in the first place on Time Sheets which 
are summarised in the Wages Book for the purpose of paying wages ; 
and the Gross Wages are also analysed in a Wages Summary for the 
purpose of charging up to the Contracts. 
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WAGES SUMMARY. 
JomeErs. Week ending 
Job No... .. Job No... Job No .... Job No. ..... i Job No... 








No Hs] Amoant. No Hn | 


— I 


Final Summary. JOINERS, 
Job. No... ies Sw 


Workren f No Ho) Amount No, Haj Amount. iN 






































A separate section will be used for Plumbers and another for Brick- 
layers in a similar manner. The Grand Total will include Staff Wages 
not chargeable to any particular contract, and will be agreed with Wages 
Book Totals, and the total of each column in the Summary will then 
be posted to its appropriate contract account in the Contract Ledger. 

Materials for contracts include special purchases and supplies from 
Stores. 

Special purchases will be posted direct from Purchase Book to 
Contract Account. 





Maximum Stock 
Quan- No, of Quan- i A 
Dato Suppber. uty Price Date Regni: tty Qran Balance, 






































i 

U [i 
l | é 

{ 
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Stores Accounts should be kept in a Stores Ledger which contains 
records of all Building Material. A separate account is required for each 
article, and this is debited with quantity and value of (1) Balance in Stock; 
(2) of all purchases subsequerttly, irrespective of the source of supply. 
The stores are only issued to contracts against requisitions prepared in 
the office, which are entered in a Stores Issued Book on presentation at 
Stores, and are then charged up (either direct or after summarising) to 
the appropriate contract. 

90 





Costing and Factory Organisation 





REQUISITION FOR STORES. 








Requisition... : Date ~........ Stores Ledger Fo. n... 
Contract Ledger Fo. . 
Required for Job. No... 
Name .. ie 
@ £ sd 
f | 


Authorised by Received by 












































The Requisitions must be priced at cost. 

The Contract Ledger Accounts must be credited with any Stores 
returned, posted from a Stores Returned Book, or entered at the end 
of the week or month in the Stores Issued Book as a deduction. 

It will follow that when correctly posted the total debit to Nominal 
Ledger of Stores on hand and Purchases will equal the balances in the 
Stores Ledger plus the debits for materials in the Contract Accounts, 
and when materials per Stores Issued Book are charged up to Trading 
Account an agreement with Cost Ledger is maintained. Also the pro- 
ductive wages in the Wages Account will equal total of wages debited 
to contracts. Staff and other wages will be transferred to Expenses 
Accounts. . 

Where general jobbing is undertaken there should be an account kept 
for this work in the Contract Ledger to which wages and materials can 
be charged. If it is found to be impossible to account for a} materials 
used, the shortage at Stocktaking must be charged to General Jobbing 
Account. 

Disbursements on account of particular contracts are dealt with by 
posting direct from Cash Book or Petty Cash Book to Contract Ledger. 
In the Nominal Ledger, Chargeable Expenses Account should be debited 
with these items, 
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Each contract is credited when completed with the amount of the 
estimate, and the customer’s account in the Sales Ledger is debited. Where 
the work is done under Architects’ Certificates, the amount of each may 
be credited as the work proceeds. 


Expenses, including : 


Foremen’s Salaries, Office Salaries and 


Expenses, Insurances, Rent and Rates, Cartage, Advertising, Interest, 
Repairs, Depreciation, are charged up periodically at stocktaking times 
to all completed work. 

The Contract Work should bear the same proportion as Jobbing 
or other work, and the division between one contract and another should 
be partly in proportion to the amount of wages paid on each—partly in 


proportion to the value of material used. 


Uncompleted work must be valued as Work-in-Progress. This may 
be taken at Cost of total outlay, that is, material plus labour, and a fair 
percentage may be added for expenses. No profit must be taken credit 
for, nor must the full value be allowed to stand if there is any reason to 
suppose that the work cannot be completed for the contract price. 

Machinery and Plant are recorded in classified accounts in a Private 
or Nominal Ledger, and suitable depreciation is written off year by year. 
Where plant is sent away to a Contract and on completion is sold on the 
spot, the value of the plant should be charged to the Contract Account, 
and credited to Plant Account ; and when sold, the proceeds should be 
credited to Contract Account, which will accordingly take any profitfor 


loss arising. 


Sub-contracts are dealt with in the same way as direct purchases, 
being charged to jobs in Contract Ledger direct from the Purchase 





Analysis Book. 
CONTRACTS ACCOUNT. 
Taree Montas ENDING 8lsr Marca, 1919. 
i seme 
h£ eja | £ sla. 
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PURCHASE ACCOUNT (JOINERS). 















































1919. 1919. 
Jan. 1 | To Balance of Stores Jan. 31| By Stores Issued 
in Stock . 7 Feb. B| ,,  ,, a 
» 31| ,, Purchases . Mar. 31| „o — » B 
Feb. 28 | ,, y . i in Joong Aje 
Mar, 31| ,, Şi , Stock on hand 
JOBBING ACCOUNT (JOINERS). 
1919. 1919. 
Mar. 31 | To Stores Supplied Mar. 31) By Sundry Custom- 
ai » Wages $ ers per Day Bk. 
| a Net Profit 
EXPENSES ACCOUNT. 
s.id. £ jsja 
Mar. 31 | To Staff Wages Mar. 31| By Contracts 
Rents & Rates. 120 ournal . 730) ++ 
Cartage . » Jobbing Ajc— 
Office Expenses oiners . 4- . 
» Insurances . 7 yers. 100 = - 
, Advertising Plumbers . 4 - 
» Interest . 1 
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1,155] 1,155) - - 











It is an advantage to divide the closing accounts into— 
Joiners’ Contracts ; 
Bricklayers’ Contracts ; 
Plumbers’ Contracts ; 


and to show the Profit (or Loss) on Jobbing in each Department. 

The amounts due from customers are shown in the Sales Ledger to 
the debit of personal accounts. In the case of Jobbing Work, the entries 
come through the Sales Day Book (analysed to show the three 
Departments separately). In the case of contracts a Contract Journal 
contains the entries debiting the customer and crediting the Contract 
Accounts. 

Payments on account of Contracts will consequently be posted to 
the Sales Ledger Accounts. 

- H 








“ Over 4,000 houre of direct light from the sun are avatlable every year! Hence the 
value and economy of natural lighting in the factory.” 





Natural ‘Lighting of Factories 


HE work performed in most industrial buildings demands the 
greatest possible amount of light, and with the present urgent 
need for economy it is obviously a wise policy which aims at obtaining 
the maximum quantity of that illumination which costs nothing, and 
which at the same time is conducive to the best workmanship. When 
it is remembered that over 4,000 hours of direct light from the sun are 
available each year, the potential value of natural lighting becomes 
obvious, and yet this fact appears to have been ignored to a great extent 
in the design and erection of the now old-fashioned factories, with 
characteristically massive brick walls and heavy piers which were so suc- 
cessful in keeping out the daylight, although rendering the buildings 
eminently secure. 

In the construction of industrial buildings, the three main factors 
which have an important bearing upon the natural lighting are the 
walls, windows and roofs. The rapid development of reinforced concrete 
constructional methods, which render possible very slender piers and 
columns with lintels of minimum depth, enables an extraordimarily high 
percentage of the external wall surface to be given up to glazing, and 
it ig in this respect that the modern daylight factory differs so widely 
from those erected a comparatively few years ago. The treatment of 
the internal surfaces of factory walls is a matter of considerable impor- 
tance for, after light has been admitted to a building, every care should 
be taken that it is properly conserved. An enormous amount of useful 
daylight is absorbed by dark and dirty walls and ceilings, which undesir- 
able result can best be prevented by finishing all interior surfaces either 
in white or light tints. Several kinds of white coating are in common 
use. The ordinary lime whitewash is probably most frequently used, 
chiefly because of its cheapness and easy application. Whitewashed 
walls, however, readily collect dust and dirt, and the whitening is very 
liable to crack and flake off. 

Cold water and enamel paints containing neither oil nor varnish are 
more durable, and retain their colour longer, so that although their use 
entails a higher first cost, they are more economical in the end. 

In considering factory windows the two important factors governing 
efficiency are obviously position and size. The value of light rays 
relative to working convenience commences when they enter the build- 
ing at about 3 ft. from the floor level, and increases from this height 
upwards pro rata, from which it is quite apparent that the windows 
should be taken up as near as possible to the ceiling. 

In most modern industrial buildings light sectional iron or steel 
sashes are almost entirely employed instead of the old timber sashes 
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and frames. These metal sashes, if properly built, are dust and air- 
proof, and admit about 25 per cent. more daylight into the building 
than the timber fittings. Large window openings are sometimes objected 
to on the ground that they render it difficult to maintain a desirable 
temperature, but, in reality, very little more heat is lost through a well- 
fixed and glazed sash than through an ordinary brick wall of 9 in. in 
thickness, and double glazing may prevent any heat loss at all. 

In buildings of low pitch, or where the width is excessive in relation 
to height, the use of prism glass is sometimes necessary in order that 
the light rays may be intercepted and projected inwards horizontally, 
with the beneficial result that the direct light i is diffused over an increased 
area of working space. 

In cases of single-storey buildings or in dealing with any top storey, 
natural lighting can be entirely provided for by means of roof lights if 
desired. The chief disadvantages of roof lighting are heat, condensation, 
and liability to leakage. To overcome the excessive heat generated by 
the direct action of the sun’s rays on the roof glass necessitates either 
the use of curtains or whitening the glazing, unless the sun’s rays are 
avoided. The trouble caused by condensation may be dealt with by 
limiting the roof slope to about one to three and by fixing internal 
guttering under the lower edges of the skylights. In some shops a 
further precaution is taken by placing lengths of heating’ pipes just 
inside the roof-lights. Most of the cases of skylights being non-weather- 
proof arise through a poor section of glazing bar or bad workmanship 
and materials employed in fixing and flushing. In the winter months 
accumulations of snow are apt to prove a nuisance if the slope of the 
roof is not sufficient to prevent it collecting. 

The northern light or saw-tooth type of roof, however, almost entirely 
avoids the whole of the objections mentioned. By facing the steeper 
slope of the roof towards the north, an even and well-diffused illumination 
is assured, while the disadvantages of excessive heat and fierce glare of 
direct sun rays are obviated. 








“ Colossal time-wasting goes on in nearly every place without the slightest doubt.” 


Hints to Wholesalers and Retailers 


By A Managan 
Waging War on Time—Losses Incurred by Time Wasting 


r dealing with the subject of time-wasting, it is necessary to introduce 
sub-divisions, and I think three in number fill the bill, for descriptive 
and comprehensive purposes— 

1. Unpunctuality ; 

2. Time-cribbing—lInside and Outside ; 

3. Slacking periods. 
Let us have a few words about each sertattm— 

1. UNPUNCTUALITY is a form of evil which most endeavour to 
elimmate completely or, failing this, minimise. During the war and 
since the Armistice, as the time has -progressed, staffs seem to have 
become more and more indifferent to punctuality in time-keeping. 
Punctuality is an essential of first-rate importance to keep the wheels 
of efficiency in any concern running smoothly. Serious inconvenience 
is caused by lateness, particularly where work is dovetailed, that is, 
done by methods requiring groups to work together. Two or three 
late of any group or perhaps even one will frequently throw the affairs 
into a state of disorder or throw an office or department into a state of 
disorganisation, backwardness and chaos, from which it may not be 
possible to recover that day. There are many methods, as we all know, to 
counteract lateness, such as clock check systems, booking on and such 
like, but the clocking on or booking usually takes place at the staff 
entrance. This I consider is a great mistake, as whilst it may improve 
the time-keeping of the staff, as far as getting in the warehouse, shop, 
or store, it does not constitute a remedy. Supposing you require your 
office staff down at 8.30 prompt, to begin opening letters, to sort 
the orders out, and generally get ready for departments to copy orders 
and prepare for the day’s work. It stands to reason it is vitally necessary 
“ they should be in the office at their posts by 8.30 a.m.” Otherwise, 
as they are required to get ready the preliminaries for the day’s work of 
general departments, disorganisation sets in at the outset if a few are late. 
What is the use of assistants being in the store at 8.30 if they stay in the 
cloakroom and other places until 8.40? This proves that time-recording 
at the entrance is quite a useless measure to demand punctuality. There 
is not the slightest benefit from it. Staffs will hurry to pass the door in 
time and then waste some minutes recovering their breath. It is the 
time they are at their place to start work which stands for right, reason, 
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sense, justice and efficiency, and this therefore should always be the point 
to visualise and act upon. Book them in the office or department, not 
at the front door, and then you will be aiming to accomplish a real, 
useful, and definite purpose. Members of a staff are not eager to start 
work promptly if they arrive in time and are booked early at the door. 
They are late though counted early, because they loiter about. before 
commencing work. To all practical purposes this renders absolutely 
useless all time-keeping systems in force at the entrances. 

Take a staff of 500 and a fair average of lates, say 200 per morning, 
averaging 5 minutes each. This amounts to 1,000 minutes, or 164 hours 
a day, or 98 hours a week lost to the employer, yet this is not so important 
to my mind, although worth about £250 a year, as the disorganisation 
caused, with consequent losses in business. The time wasted by an odd 
individual may perhaps seem negligible, but it is the aggregate loss by 
combined circumstances which throws an astonishing and different light 
on the matter. Have you ever gone deeply into the matter? Find out 
how many of your staff start work to time. The same extent of lateness 
is repeated after the lunch hour. 


Departmental Heads Should Come Early 


Some may thmk my average of 40 per cent. 5 minutes’ late per 
morning is an exaggeration, yet it is quite accurate from an experimental 
test of booking time at the office or department. I have seen numerous 
occasions that when 8.30 a.m. has struck, there has not been a single 
assistant in position ready to commence work. They have al been 
five minutes late. Door kept records or time clocks will not divulge this. 
The fault lies in the fact that heads of departments, etc., are usually 
privileged to come later than the staff, say at 8.45 a.m. Doubtless they 
should have this privilege, looking at it from one standpoint, yet in 
considering the firm’s interests they should willingly forego it and get 
down a little before starting time. They are the ones who should book 
assistants arriving late in their sections. If this were acted upon the 
“lates ” would be very few indeed. Hopeless frequent offenders would 
be soon cleared ow. 

I am sure principals are not aware of the appalling extent to which 
this lateness prevails, or there would soon be an alteration. I see it on 
all sides—morning and dinner-time—twice 98 hours a week—my low 
estimate connected with a staff of 500-—-at a Is. per hour works out at 
about £10 per week or over £500 a year from unpunctuality alone. 
What inroads mto your profits—money absolutely wasted. 

2. TIME-CRIBBING, INSIDE AND OUTSIDE, is even a worse evil, because 
far more time is wasted in this way. 

(a) Take the inside first. This is the time wasted in the warehouse 
or store in ways too numerous to mention, but as an example take 
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“talking.” I do not mean business talks, I refer to the talking of small 
nothings so frequently indulged in, by different members of the staff, as 
they meet one another, or talk across a desk or counter when they should 
be working. Also there are boys and youths larking about. To combat 
this, the department’s heads should take a far more active and alert 
interest. A watch should be kept on the length of time anyone is missing 
from his post without a reasonable cause, and slackers should be pulled 
up every time without hesitation until the staff as a whole is made to see , 
“no slackness will be tolerated.” No assistant should be allowed to 
leave the department or office without acquainting the head or first man ; 
this makes a check on their movements and absence possible. If 
assistants from other departments come into the department loitering 
about they should be immediately sent about their business. 


Close up the Time Leaks 


The chiefs of departments or sections could exercise as keen economies 
in this direction as would be possible by any other action, by keeping 
absolutely alive to the fact that a great deal of time is thus wasted by 
assistants. To put this stop-gap on would be a profitable business asset. 

(b) Secondly, take outside time cribbing. Certain members of the 
staff have to go out on legitimate business, and a watch should be kept by 
the heads that they are not unnecessarily long. Quite apart from 
legitimate calls, there is an absolutely incredible amount of time wasted 
by what I call slipping out and sending out. By “slipping out” I 
mean visits to neighbouring cafés, restaurants, hairdressers, post offices, 
etc. Many hours are wasted per day in the aggregate in these forms, 
which a careful surveillance would divulge to any chief. 

By mentioning “ sending out ” I intend to convey that juniors and 
underlings are sent out on time-wasting messages, errands, and such like 
for others, which ought not to be allowed to take place in business hours. 

In short, numerous items of private business are done in the firm’s 
time at the firm’s expense, which if reckoned up would constitute a loss 
of many hundreds a year to a large firm, and similar proportionate losses 
to small firms. 

3. SLACKING PERIODS. I have often been struck very forcibly, when 
in wholesale and retail establishments, with times when the whole staff 
seems to be indulging in sublime luxurious inertia. Have you ever 
noticed this? It exists everywhere almost frequently. It is a general 
time for slacking, and staffs do as they like unless severely checked. 

Say, for example, you close between the hours of one and two for 
dinner, twelve o’clock or thereabouts gives a clear indication. The staff 
is tired and wants its dinner if we observe how very little work is done 
between twelve and one o’clock. Even if alternated dinners are adopted 
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the material facts still apply. The same “ down tools ” occurs from about 
one hour before closing time. 

There is only one remedy, the presence of the recognised head. He 
must be there. He must keep a keen eye on his staff at these periods, 
and keep them at it. “When the cats away, the mice will play ” is 
a very true old proverb, quite applicable, and usually the cause of this 
inertia. 


Bad Business Policy 


I have quoted from facts ; this colossal time-wasting goes on in nearly 
every place without the slightest doubt, yet it is very bad business policy 
to allow it to go on. Without exactly slave-driving tactics, it is possible 
to cause-a very appreciable improvement resulting in increased profits. 
It is only in this way that the maximum of work and efficiency can be 
secured out of a minimum of staff. 

I know one large wholesale house in the Midlands that tightened up 
its girdles with almost unbelievable success. It was all done by those in 
authority keeping a close look-out for time-wasting, severe censure, 
reprimands, cautions, and in exceptional cases of incorrigibles, dismissal. 
The directors showed the staff they meant business, and would stand no 
hanky-panky, and each assistant soon began to toe the line of rigidity 
and discipline. f 

No one can lay claim to being a good business economist unless 
he strives with might and main to check and minimise time-wasting in 
its various forms. It is suicidal to go on in the old slack groove, when 
attention to such matters will result in such a considerable saving. The 
fact that high wages and short hours have come to stay renders it 
imperative that chiefs shall take a tight grip on time-wasting. 
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Patemal Management 


pe the most absorbing subject of interest to commercial men, 
industrial managers, and the executive of industry generally at the 
present time is the problem of labour unrest. It is a phase of the 
present-day business and industrial worlds which has to be faced, and 
the problem must be solved. 

Undoubtedly there is some cause for this underlying leaven of 
industrial ferment, and an analysis of what is, perhaps, one cause leads 
to the problem of what can be best described as “ paternal management.” 

The present tendency of industry is to an era of large combinations, 
for by a well-known economic law production falls in cost in a direct ratio 
to quantity produced. Asa direct consequence there are fewer employers, 
and the number of employees per organisation seems to increase without 
limit. Ifa view backwards into the past be taken, it will be seen that an 
era of little masters large in numbers, each having a limited number of 
men, is the foundation from which the colossal enterprise of modern 
industry springs. Conditions of employment were in one respect worse, 
in another better, than at present, for the hours worked and the payment 
earned in terms of subsistence were abnormal, while the personal contact 
point of master and men smoothed over many difficulties. Labour 
combination did not exist, and definite trade understanding to limit 
competition was unknown. 


The Old and the New Systems 

Capital is now organised into large combinations to secure economic 
advantages, labour is organised to prevent exploitation by the corpora- 
tions formed. The present formation of industry into two armed camps 
must be recognised, and it would be folly to ignore existing fact. In the 
older structure of industry, unlimited competition produced long hours, 
inadequate pay, and wretched conditions, for to sell at market price 
involved such methods. Against this must be set the distinct prospect 
open to numerous employees, that in process of time they, too, would be 
master men; closer association of employee and master enabled the 
former to have some knowledge of the business side of industry denied to 
the same individual to-day. 

The acute intelligence in the ranks to-day sees little outlet beyond 
agitation, and the very men who are responsible for industrial strife are 
largely those who, in former days, would in due turn have become 
employers. Discipline is a measure of reward equally with the infliction 
of penalty, and the intermediate class between management and producer 
does not, and cannot, satisfy demand in this sense. 

There have been many thinkers who, deploring the tendency of 

101 














Business - Organisation -and : Management 


modern industry, have advocated a return to former methods of craft 
production and small master, often forgetting the miserable lot of the 
man under these conditions. 


How to Increase Wealth 


The other school, realising that evolution cannot retrace her steps, 
believe in the intensification of production, the substitution of the 
machine for the man wherever possible to increase the total wealth of 
the community and so improve general conditions. Both sections believe 
in a fairer general distribution of wealth. There is only one road whereby 
increased total wealth, improved conditions and shorter hours can be 
obtained, and its name is effictency. One of the present realised troubles 
is that the very sections of the labour world who demand increased reward 
are just those who add to the obstacles to increased production. They 
will not suffer improvement in method, nor allow progress to take her 
normal course. Higher real wages can only be obtained by cheapened 
production, by the substitution of the machine for man wherever possible, 
by specialisation, sectionalisation, scientific organisation, and methods 
proven and tried out. A simple rise in values all round, including wages, 
benefits no one. 

It is the intensification of industry which has caused modern industrial 
problems, and among the other factors is that of the survival of paternal 
management. It is the employer who opines that his men are his children, 
who has stood in the way and hampered progressive trend. His desires 
are to some extent laudable enough, and he is getting scarcer year by 
year; he refuses to acknowledge changed conditions and his legacy 
dominates a perplexed situation. To admit labour and management 
on level terms to arbitrate conditions is too revolutionary a proposal 
to be considered. The paternal employer sits on the safety valve to his 
own eventual discomfort and that of the industry as a whole. 

Labour and management are co-partners in the industrial equation, 
and the sooner this is recognised the better for the future and the national 
interest and weal. 

This would be merely recognising an existing fact: that stable 
industrial conditions are a question of term agreement and collective 
bargaining, and since it exists it might as well be openly recognised by 
all concerned. 

Neither patronage nor hostile attitude will serve the ends of manage 
ment, nor are either what the employee desires. The cringing attitude 
of the past is dead, and no resurrection is possible. What is needed is 
the new view-point of co-operation; that no one is intrinsically 
inferior; all are co-partners towards a common end—production, and 
each in his sphere is a necessary unit doing essential work. 

A. L. H. 
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“ Considerations like these open up tha whole gigantic subject of imagination in 
business.” 





Table Talk on Business Topics 


By Da. Erts POWELL, Editor of “The Financial News" 


Queer Company 


TE topic of brevity, which got into the conversation in connection 
with the Law, might seem, at first sight, in strange company. For 
the law’s delays are many and anxious. To be quite candid, indeed, they 
are so numerous and so irritating that nowadays many business people 
fight shy of the law altogether. They will rather submit to wrong than 
seek right where it is only found after intolerable procrastination and 
against overwhelming odds. The truth is that we have been building 
up statute and precedent century after century, and we have now created 
such an unmanageable mass of rules, modes, usages, exceptions and the 
like that the plainest issue cannot be brought to quick trial. One of the 
first things the business world requires is a clean sweep of all the obsolete 
incrustations, followed by a clear codification of commercial law, so that, 
in the words of old John Chamberlain (1597), “ a well-saddled rat ” may 
carry the whole bunch of it. Codification has been performed in some 
cases with conspicuous success. Two good examples are the Bills of 
Exchange Act and the Companies (Consolidation) Act, both of which 
have obliterated a perfect labyrinth of controversy and contradiction, 
and given us clarified principles, brief and clear cut, in its place. Of 
course, these acts are not perfect. Nobody knows the meaning of parts 
of the Bills of Exchange Act. One particular section is more obscure 
than the famous treaty of which Bismarck said that only three persons 
understood it, these being the Deity, Bismarck himself, and a German 
professor who mastered the provisions, but subsequently went raving 
mad as a result of the severe intellectual effort. Still, codification, even 
imperfect codification, means clarity. Let us have the same process 
applied all round. 


Corporate Injury 

If there were the same peremptory pressure in the law as there is 
behind reform in other directions, the change would be made almost 
before we could turn round. The losers by delay are the litigants, and 
they suffer at what is said to be an Englishman’s tenderest pomt—to wit, 
the pocket. But it is not tender enough to provoke public opinion, as 
a whole, into action. But where life and death are the sheer, naked 
issue, then public opinion insists on up-to-dateness. How long would 
public opinion tolerate an individual medico, or a hospital, which 
attempted to work without anaesthetics, antiseptics, or even common 
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aseptic precautions? The answer is, Not for a day. It is a curious 
perversity of outlook which will insist upon efficiency and up-to-dateness 
where only the individual life of the citizen is in jeopardy, and yet 
tolerates antique obstacles, tortuous customs, and endless dilatory 
practices, where the corporate economic existence of a whole nation is 
injured. The need for reform, and the average citizen’s dread of the 
law, are simultaneously illustrated by one of Mr. Albert Bull’s good 
stories. A business man consulted his solicitor about a certain claim 
which he thought he might enforce through the medium of the courts— 

“Go ahead with it,” said the lawyer; “ıt will make a splendid case There 
is a slight element of doubt about the fraud that would make a hearing interesting.” 

“ But supposing I lose ? ” 

“Oh, you won't.” 

“Supposing I do. What would it cost me?” i 

“Well, you'd have to pay the costs Say fifty pounds But you wouldn’t 
Jose. At least, I don’t think yoa would.” 

“ And supposing I won?” 

“Well, I think 1t would be a criminal case after you had established the fact 
of fraud.” 

“And then?” 

“Why, the man would go to prison ” 

“ And I should get my money?” 

“Oh, no! He’d simply go to prison.” 

“Thanks, One way I lose fifty pounds, the other I get the man into prison. 
Life’s too short. T'I wpe off the amount and get on with my business ” 


Money Quickly Earned ? 


Counsel are sometimes blamed for these abuses, which they foster 
(so it is said) to make money. But this is a charge of dubious force. 
It is true that counsel’s clerk too often declares ‘‘ He never goes into court 
under £250” or “ He wouldn’t look at such a brief for less than £500.” 
These are big figures. But they are not so much a charge for service 
actually rendered as for the skill which enables the recipient to render it. 
That skill has taken long and laborious years in acquisition: and the 
“call” of it, the use of it, even for a short period, has to be paid for. 
This principle permeates all professions and all businesses, though fre- 
quently overlooked. The critical operation only occupies the specialist 
for half an hour, and he charges 100 guineas. “Monstrous,” says the 
unsophisticated observer, “ 100 guineas for half an hour’s work ! Down- 
right robbery!” The answer has been rendered with American pic- 
turesqueness, better, perhaps, than an insular reserve would allow us to 
make it. “Pay me $5 for amputating your leg,” said Dr. George F. 
Shrady, explaming the large fees of the American medical profession, 
“and $995 for knowing how to do it.” <A San Francisco banker, 
recovering from the ether which had enabled him to undergo an operation 
for appendicitis, remarked, ‘‘ Doctor, PH write you a check for $30,000, 
with my congratulations upon knowing how to do the job.” The late 
Senator C. L. Magee said to Dr. Walter C. Browning of Philadelphia, 
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“I have made $1,000,000 while you kept the breath in my body, and I’m 
going to give you $150,000 as your fee.” Jay Gould left his son 
$5,000,000 “for services rendered during the last five years,” and the 
American courts upheld it as a fee, not a gift. If these simple principles 
were more generally grasped we might hear a little less about profiteering : 
and what we did hear would be apt to the purpose instead of being 
arbitrary inexactitude. 


The Invisible Elements 


There are unseen factors of value, just as truly as there are unseen 
foundations of society. The sausage eaten in the East End, fresh from 
the reeking pan over the gas-jet in the window, may be (I say “‘ may ” be) 
identical m flavour and components with that which is cooked and 
‘consumed in a Piccadilly grill room. There will, however, be a vast 
difference in the price. The increased Piccadilly quotation of the 
succulent dainty does not represent West End profiteering, but is remu- 
neration for the aesthetic surroundings amid which the sybarite enjoys 
his feast. If he choose to eat in marble halls rather than off a grimy 
wooden table, if he requires the deft services of a waiter, added to spotless 
napery, instead of the greasy fingers and the unregenerate fork of the 
presiding genius of the steaming stew-pans in the window—why, he 
must pay. Environment has its price, as well as commodities. The 
argument will stand the test of the severest economic orthodoxy. Do 
not nearly all the economists cite the air as a commodity which possesses 
no value,-being so abundant, so universal, that nobody would buy it 
when he can have all he wants for nothing? And yet, do they not all 
admit that air breathed in a particular place, as at Margate or Brighton, 
may acquire a value, so definite that people will pay for the privilege 
of residing there to breathe it ? 


The Factor of Imagination 

Considerations like these open up the whole gigantic subject of 
imagination in business, around which, as the years go on, a whole 
philosophy will crystallise. Is it a fact that the sausage tastes better in 
Piccadilly (being, ex hypothesi, made of the same components by the 
same people), or is it merely a gastronomic delusion, generated by the 
different environment in which it is consumed? There is much to be 
said on both sides, but it may be accepted as an axiom that man fixes 
his values largely upon the basis of privilege, and is immensely influenced 
by this subtle factor. To eat in Piccadilly is a costly privilege, as com- 
pared with the same process in Whitechapel. Hence the higher psycho- 
logical valuation. When, in Mr. Moody’s early days, his Brooklyn revival 
audiences fell off, he sought expert advice. What was the matter? 
He was told that his mistake lay in free admission to his services. 
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Admission should ‘be ‘strictly by ticket, and all who lacked the necessary 
qualification should be excluded. The great evangelist thought his 
adviser must be crazy. f 

“If people won’t attend my services when admission is absolutely 
free,” said Moody, “ still less will they attend if they must obtain a ticket, 
even if it costs them nothing.” 

“Try it,” was the laconic advice. Exclusive tickets were issued, 
and none were admitted without them. There was a rush for them, and 
during the rest of Mr. Moody’s “ revival ” campaign the hall was crammed 
with ticket-holders. 


A Delicious Sense 


It was the sense of privilege that brought the crowds. Every man 
with a ticket felt that he was in a position of superior opportunity. 
He, Smith, had the right to enter the hall and hear Mr. Moody ; Robinson, 
the unprivileged, possessed no ticket and no claim to access. Smith 
could not allow himself to forego the enjoyment of a benefit limited to 
himself and fellow-monopolists. Consequently he attended, and made 
one of the thronging thousands who were thus dexterously drawn within 
reach of the spell which the great evangelist could weave so wonderfully. 
It was a kind of antithesis of Artemus Ward’s reply to the religious 
organisation whose members presented themselves at the door of his 
wild-beast show, and asked if they could go in without paying. 

“I guess not,” replied Artemus, “‘ but you can pay without goin’ in. 
I can say no fairer than that.” 


Secret of the Coupon 

This simple principle of one man’s privileges, highly-prized, lies at the 
back of the entire coupon system, which, chameleonic in form and 
adjustment, enters so largely-imto modern business propaganda. The 
man with the coupon (even if it be only cut from the newspaper, at the 
cost of the energy expended on driving the scissors) feels that he is pri- 
vileged. He does not like to waste his prerogative. His privilege, plus 
a postal order for 2s. 6d., will bring him a beautiful oleograph representing 
the battle of Waterloo. Without the coupon, this treasure could not be 
acquired. The mere transmission of the 2s. 6d. would not avail, That 
is the reason why his neighbour will never be able to add the oleograph 
to the other charms of his domestic surroundings. The neighbour has 
no coupon. Childish, no doubt, it is, but we are all children of a larger 
growth. I have been informed, on excellent authority, that even seats 
in Parliament, when offered as one of the privileges attached to the 
possession of a coupon, sent by Mr. Lloyd George or Mr. Bonar Law, 
arouse the cupidity of the coupon-holders, and are fiercely fought for. 
Unkind critics would say that the utilisation of these principles is not 
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so much the psychology of business as exploitation by humbug. But 
humbug is only humbug when it is detected as such. As long as detection 
can be evaded it passes for something much more dignified. Certain 
students of a distinguished professor once asked his opinion of the identity 
of a “specimen ” which they had skilfully compounded from the body 
of a blue-bottle, the legs of a spider, the wings of a dragon fly, and a few 
bristles from a blacking brush. The professor, after a thoughtful scrutiny, 
asked his students for their own conjecture— 

“ We think sir, that it is some species of bug.” 

“You are right. It is a very distinct species of hum-bug.” 


The Vogue of Humbug 


Perhaps the melancholy truth is that we are all more or less given to 
humbug. An accepted social convention prohibits us from humbugging 
two classes of persons, our lawyers and our doctors, so long as they are 
acting in that capacity towards ourselves. But we often set the pro- 
hibition at defiance: and, what is worse, we are constantly engaged 
in humbugging the one person who has the right to absolute and unblem- 
ished honesty of treatment at our hands—to wit, ourself. We are 
hypocrites to ourselves, like the American gentleman of whom it was 
remarked that he wore out the knees of his pants on Sundays praying, 
and another part of the garment in backsliding all the rest of the week. 

And sometimes we are humbugged into buying a genuine article, 
though it is not what we expected to get. Bill Nye was once charged 
a whole dollar for a plain sandwich. (This was long before the war. 
The charge would not be abnormal now.) He thought there must be 
a “combine,” or some new commercial trick, or a special quality in the 
sandwich, to account for a charge so outrageous. Therefore he took 
the vendor quietly aside and offered him fifty cents to tell, truthfully, 
why he extorted such a price. The man accepted Bill’s fifty cents and 
replied, “ Well, I don’t mind telling you in confidence. The fact is, 
I need the money.” 


A Money Grubber ? 

This sort of thing, especially on a large scale, would be denounced 
as money-grubbing, or by the more fashionable term “‘ profiteering.” 
But is it quite fair to charge it upon every eager money-maker that he is 
also a money-grubber ? Assuredly not. Above and beyond subsistence 
for himself and maintenance for his home, every wise man aims at a 
surplus. He wants a nest egg for the inevitable rainy day and for old 
age. In our time, too, he is increasingly anxious for the’means of self- 
determination, and of these capital is an essential factor. Ifan ambitious 
man is to “set up for himself,” to change his occupation, to enter a new 
profession, to qualify for promotion, he requires capital; and in nine 
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cases out of ten he can only get it out of a surplus. Possessing that, he 
possesses the potentiality of all things. There never lived a shrewder 
man than my friend of many years, the late Sir Joseph Lyons. The 
great catering businesses which he founded, and to which he gave the 
momentum that was to outlast’ his own personal contribution to their 
administration, are a perpetual demonstration of his cleverness and 
his foresight. No man knew better that capital is power—even capital 
so small as that upon which Joe Lyons started. 

Sir Joseph used to tell with great zest a story of three men—an 
Englishman, a Scotsman, and a Jew—-who were respectively asked what 
they would like if their utmost wishes could be gratified. The Jew was 
asked last. The Englishman said that all he wished for was power. 
Give him that and he was satisfied. The Scotsman intimated that his 
overweening desire was for gold. Finally, the Jew remarked, “ All 
I want is an introduction to the Scotsman. Then I can get the rest.” 
Matching the finesse of the Jew against the shrewdness of the Scotsman— 
rapier v. bludgeon, so to speak—the Hebrew knew that he could get the 
gold, and when once that was in his hands, the power must soon follow. 


Foresight in Commerce 


But we have strayed a long way from our original topic, to wit, the 
desirability of codifying commercial law and custom, m the same way 
as the Companies (Consolidation) Act of 1908 has codified the law in 
relation to joint-stock corporations. The sceptical reader may doubt 
if it can be done? Is it possible to frame a code which will provide for 
all the innumerable rules, customs, traditions, conventions, -habits, 
methods and diversities of such a vast complex as the modern business 
system? Assuredly it is. It would have been done long ago if we had 
devoted half the attention to the source of business which we have given | 
to geology and astronomy. Somebody has said that we ought to be able 
to predict a bankruptcy with the same certitude as an eclipse : and when 
you come to think of it, why not? Both depend upon the collocation 
of ascertainable factors, and the operation of ascertainable laws. The 
data which would indicate the approaching bankruptcy are rather more 
numerous and elusive than those which would enable the prediction of 
an eclipse: but the principles are the same. Think what an aggregation 
of minute data was required for the calculations which enabled Adams 
and Le Verirer to point an unerring finger to Neptune, the undiscovered 
planet far away on the confines of the solar system. If that can be done 
across the gulf of hundreds of millions of miles, what should deter human 
endeavour towards the same prescience as regards the pending 
catastrophe in the business world with all the data close at hand? 








‘ With good feeling, sympathy, and the certainty of an absolutely square deal all 
diffcultiss should disappear.” . 





Reviews 


Psychology of Management 
By L. M. Grupsrra, M.L. (Sir Issac Pitman & Sons, Lid.) 7s. 6d. net. 


ScIENTIFIC management attracted but little attention here ten years ago, whereas 
to-day the subject is familiar to most employers. Its advantages are so widely 
recognised that the serious proposition has been made that the adoption of scientific 
management should be made compulsory by legislation. Scientific management 
claims inter alia that it can increase production, increase the remuneration of the 
workers, and improve the relation between the management and the men. 

In the excellent work before us, Mr. Gilbreth deals with the psychology of 
Management, and it 1s difficult deed to imagine that anyone entrusted with the 
control of men can read the volume without deriving very definite advantage. He 
defines the psychology of management as “ the effect of the mind that ıs directing 
work upon that work which is directed, and the effect of this undirected and 
decid work upon the worker.” His examination is directed to (:) the usual or 
most generally adopted plan which he terms “ traditional management,” (1i) to 
more highly organised management forming a region between traditional and 
scientific management, and (ni) to scientific management. The substitution of 
teaching, help, and constructive criticism of the worker for mere driving and 
bullying obviously tends to good relahons and, after all, sympathy ia probably 
as effective in the world of psychology as it is in the material world, The sympa- 
thetic or tuned electrical circuits constitute the secret of wireless telegraphy. The 
effects of sympathetic vibration in acoustics are quite easily demonstra It 13 
then to obtain the best results essential to produce co-operative or team working, 
and generally it may be said that any manager who does not obtain the respect 
and landly regard of his staff will fail to obtain the best results Wuth good feeling, 
sympathy, and the certainty of an absolutely square deal all difficulties should 
disappear, and the book before us examines the effect on the worker’s mind of the 
various aspects of scientific management, and shows clearly where existing methods 
fail or at all events fall short, 2 

It is here clearly brought out how important it is that each man should appreciate 
fully his personal position and responsibility, and that he be not lost as an unknown 
unit in a crowd In the chapter headed “ Functionalsation ” the author shows 
how Dr. Taylors methods result in greater efficiency with greater satisfaction to 
both supervisor and supervised. The vexed question of discipline is also adequately 

Under scientific management “ pious opinions ” are superseded by definitely 
scientific measurements, The author points out that there are at least four views 
of a worker's capacity: (1) What he thinks his capacity is; (1i) what his assocuates 
think his capacity 13; (1) what those over him think his capacity is; (iv) what 
accurate measurement determines his capacity is. It will generally be admitted 
that human judgment 1s terribly inaccurate. If illustration be necessary one has 
only to point to mistakes made by statesmen in picking out the wrong people for 
most unportant offices. By time and motion study the fallibility of human judg- 
ment js largely superseded by accurate measurement, and the worker is ensured 
an unbiassed and a square deal. The reachon of this conviction on the mind of 
the worker with the substitution of help for mere driving and bullying 1s surely 
self-evident. 

Under “ Analysis and Synthesis ” attention is directed to the road to the best 
methods, and the worker’s interest and co-operation 1s secured; and in the final 
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chapten, “« Welfare ” is carefully dealt with. It is a plain business proposition 
as the author shows, and it is vital to elıminate all suspicion of ‘ charity.” 
The investigation of the mental processes of the management and worker 
so as to obtain co-operation cannot be too strongly emphasized. Mr. Gilbreth has 
ormed an important service, not alone to the cause of scientific management, 
ut to every employer, engineer, or manager who 1s induced to employ the methods 
of psychological analysis in his dealings with his staff From such considerations 
only good to all can result. 


Company Accounts 


Formation to Balance Sheet. By J. D. O. Mackay, F.L.A.A. Revised and 
enlarged by R. T. M’Ourcunon, F.LAA. (H. & J. Pillans & Wilson, 86 
Hanover Street, Bdinburgh.) 8a. 6d. net. 


Tais is the second edition of a work which has met with a good deal of appreciation, 
owing to the clearness and conciseness with which it treats the subject. The 
original text has been thoroughly revised, brought up to date, and amplified in 
certain directions, while additional matter has also been provided. The work, 
which does not pretend to give an exhaustive treatment of accounts in their relation 
to limited companies, is nevertheless a sufficiently comprehensive guide to students 
and business men for all practical purposes. A valuable feature is the fact that 
every item in the accounts of a company 1s set out for the guidance of the reader, 
from the initial to the final stages. Example could hardly go further | 
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‘* Where the direotors are clothed with all the powers of the company, they may legally 
efect the sale on their own responsibility.” 





Answers to Correspondents 


Readers ars invited to address inquiries on business matters of general interest, 
or points of special difficulty, to the Edsior, who will f necessary refer thom bo expert 
contributors in order to ensure a satisfactory reply. 

AH mawirtes should bear the writer's name and full address, not for publication, 
but as a guaranties of good fanh, and should be written as clearly as possible, or typed. 


QUESTION.—Where the Memorandum of Association contains the usual power 
to sell the whole or part of the Company’s property for such consideration as the 
Company may think fit; and the Articles or Table A empower the Directors to 
exercise all the powers of the Company not specially required to be exercised in 
General Meeting ; can the Directors (with or without the approval of the Company 
in General Meeting) legally sell and dispose of the whole undertaking for cash in view 
of an immediate winding up ? 


ANSWER.—The above point is of considerable interest to those interested in 
companies. Ever since the deasion ın Brsgood v. Henderson's Transvaal Estaias 
(1908, 1 Ch. 743), the law has been clear, a company cannot dispose of its whole 
undertaking for shares, and proceed to wind up and distribute the proceeds, wrthout 
being bound by the provisions of the Act designed for the protection of dissentient 
members and creditors. This decision, however, must not be preased too far. It 
does not involve the consequence that a company cannot sell its undertaking for 
shares, where no winding up 1s contemplated ; nor does it mean that a company 
cannot sell its undertalang for cash, under an appropriate power in its Memorandum 
of Association, and then proceed to wind up Both these courses still seem to be 
legal. If, then, a company has the necessary power, it can before liquidation sell 
for cash, and this 1s frequently more advantageous than first going into liquidation 
and then selling through the liquidator. But the cash proceeds of the sale cannot, 
except to the extent to which they represent profits, be distributed until liquidation, 
and accordingly liquidation becomes necessary. Where the directors are clothed 
. with all the powers of the company, they may legally effect the sale on their own 

responsibility ; but ıt would be extremely injudicious to take such a drastic piep 
without the authority of a general meeting. 


Q.—I am interested in an association registered under the War Charities Act. 
Part of the funds is invested in Victory Loan, from the dividend on which tax is 
deducted at source. Can this tax be reclaimed ? 


A.—By the Income Tax Act, 1918, section 37, stock which 13 assessed under 
Schedule C and belongs to a trust established for charitable purposes only, in so far 
as it is applied to chamtable purposes only, may be exempted from income tax on 
due proof before the special commussioners. As there appears to be no doubt 
that your case comes within this clause, apphcation for repayment ought to be 
made in the manner indicated. 


Q.—My firm has recently been converted into a limited company, and I have 
been appointed Secretary. Formerly I was assessed under Schedule “D '’ on the 
three years’ average. The Surveyor now wishes to assess me under Schedule E, 
the result of which will be that I shall lose the benefit of the average. Can I insist 
on the Schedule D assessment being continued ? 


A.—As Secretary to a limited company, you are assessable under Schedule E, 
but ın the circumstances we think you would probably be able to arrange with the 
Surveyor for the average to be continued. You have no legal right to this, but it 
is frequently done as an act of grace. 
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Q.-Have the words “not negotiable °’ any significance when placed on an 
“ open '’ cheque ? 


A.—The words “not negotiable’ on an open cheque, whether the cheque is 
one “ to order ” or " to bearer ” have no effect whatever. By the Bulls of Exchange 
Act, 1882, it is only allowable to add the words “ not negotiable’”’ to crossed 
cheques, when the special protection provided by statute 1s accorded to the same, 
i.s., no transferee can obtain a better title to the instrument than the transferor had. 
A bearer cheque marked “ not negotiable ” is a negotiable instrament which passes 


by simple delivery. ' 


~ Q.—Is it necessary that a deed should be signed and the signatures witnessed ? 


A.—The deed was the only formal contract known to the old English Common 
. Law, and, strictly speaking, there was, probably, no signature ever necessary— 
the sealing being sufficient in itself. But in practice a deed is always signed by th 
person who exccutes it, and the sealing and mgnature take place in the presence 
of one or more witneases, who then add their names and addresses and description. 
Unless, however, there is some statutory obligation to that effect, there 1s no» 
neceeaity for the interposition of witnesses ın the case of any deed. Thus, on the 
conveyance of real property the vendor’s signature alone is and always has been 
quite sufficient, there is no question of the discontinuance of a practice It is 
general and wiser to have a witness or witnesses, as their attestation may obviate 
any difficulties which may afterwards arise as to the fact of the due execution of 


t the instrument. 


Q.-—When transfers have been handed in for certification, it has been my practice 
to certify the number of shares represented by the certificates even when only a portion 
of the shares are being transferred. Several brokers have objected to this. What 
is the correct procedure ? 


A.—-What is considered the correct practice is to certify the transfer for the 
number of shares actually being transferred which number, of course, 1s not 
necessarily the number stated on the certificate which is lodged. 


Q.—I would feel much obliged if you could let me know how far the Directors 
of'a ted Company or Co-operative Society may go with regard to inspecting its 
"books, including its Private Ledger ? 


A.-—This question would usually be determined by the articles or regulations, 
which are not before us. Table “ A” provides that the books of account ehall 
always be o to the inspection of decon who may themselves determine 
what the right of members (not directors) shall be. Every member, director or 
otherwise, has a statutory right to mspect certain books, a.g., the Register of 
Members, Register of Mortgages. 


Net 
; 
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NOTES OF THE MONTH 


A to a statement issued by the Ministry of Transport the 
increase on the demurrage charges on railway companies’ trucks 
which became operative at the commencement of the year, has led to 
gratifying results. The February figures show that detention has decreased 
by 42 per cent. as compared with December, representing a saving of 
over 150,000 waggon days. 

* * * 


Miss Amelia Defries, of the American Federation of Arts, declared 
in a paper on “ Art and the City,” given recently before the Royal Society 
of Arts, that while America was not ahead of England in most things, 
in the matter of business premises and offices she was forced to laud the 
superiority of the New World. England was literally in the dark ages 
so far as railway stations were concerned. Americans considered 
Englishmen a mean, dirty, poverty-stricken race because they would put 
up with such dingy railway stations. 

* * * 

“ Now it is at least as hard an intellectual task to run a business 
employing a thousand men and a quarter of a million of capital as it is 
to cure a cold or plead a case in a law court ; yet, though no man would 
think of attempting the latter, or indeed be allowed to try, unless he 
had gone through a prolonged course of mental training, we are only 
too apt to suppose that any kind of traming, or no training at all, can 
equip the mind for doing the former.”—From “Talks with the Men of 
To-morrow.” —Times Trade Supplement. 

* * * 

At the inaugural meeting of the Institute of Transport Sir Eric 
Geddes told the members there was no chaos in the transport of the 
country at the present time! In the Port of London, where it was 
said to be particularly bad, they were exceeding the import and export 
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of 1913—a record year. The Minister of Transport does not lack courage. 
Wherever business men gather together transport delays of one form or 
another come under discussion, and they have been the theme of endless 
public controversy. 

* * * 

Correspondence between the Federation of British Industries and the 
Postmaster-General has resulted in'the granting of concessions for urgent 
cables at triple rates for important commercial messages to and from all 
places served by the Eastern Telegraph Company and associated com- 
panies‘in the Near East, India, Far East, South Africa, and Australia 
during the time of special stress on the cables. 

* * f + 
The “Survivors” Report 

The Royal Commission on Income Tax held 50 sittings and examined 
187 witnesses, as well as considering a large number of letters. With 
an unconscious lapse into humour, the Times closes a lengthy summary 
of the result of the Committee’s labours as follows— 

The surmung members of the Commission are. Lord Colwyn (Chairman), 
Mr Phihp Birley, Mr. C. W. Bowerman, M.P , Mr. W. Brace, M P., Mr J W 
Clark, Sir Warren Fisher, Mr. W. Graham, M P., Sır J. Harmood-Banner, M P., 
Mr. D. M. Kerley, K.C., Mrs. Lillian Knowles, Mr. W McLintock, Mr E Manville, 
M.P., Mr. H. J. May, Mr. Geoffrey Marks, Mr. R Holland Martın, C.B., Sir E. 
Nott-Bower, Professor A. C. Pagou, Mr. Pretyman, M P , Mr. Armitage Smith, C.B., 
Dr. J. C. Stamp, Mr N. J Synnott, Sir Walter Trewer, and Mr. H A. Trotter 

The report is interesting (the reservations even more so), but one 
wonders whether the Inland Revenue authorities would not have pro- 
duced very much the same report without the “ pother” and expense 
of a Commission. If some of the suggestions made are carried out, the 
Income Tax will be placed on a still more inquisitorial footing. In 
fact, they savour somewhat of the spirit which compels the production 
of railway season tickets “ unto seventy times seven.” 


Schedule E 


The Committee recommend the retention of Schedule E in respect 
of the assessment of fees, salaries, etc., and that the basis of assessment 
be the income of the current year, and this though they recommend 
that, except as to income taxed at the source, assessments in general 
should be based on the income of the preceding year. Fees and salaries 
frequently vary in the course of the year, and we think the proposed 
basis of assessment must necessarily lead to many additional assess- 
ments as well as to additional claims. The recommendation is cer- 
tainly not that of practical men. The preceding year is surely the best 
basis for every form of taxation where it is practicable, for it is definite 
and. final, 
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A “ Fish” Story from the New Zealand Treasury 


The Commission has the hardihood to print the following evidence— 


I do not think that in the Old Country there is any provision for inspecting 
the books of taxpayers such as there 1s in New Zealand. It was feared when the 
system of inspection was first introduced in New Zealand that complaints would 
be made regarding its inqusztorial nature. Expenence, however, proved that the 
effect was exactly in the opposite direction. The osstis of tha Income Tax Inspector 
came to be welcomed, especially by those persons who failed to understand 
thoroughly the intricate provisions of the law regarding taxation. 


ba * k 


The Tax on Marriage 


The reservation to the report by Dr. Lillian Knowles on the question 
of the joint assessment of married people strikes us as a masterpiece 
of reasoning, and disposes quite effectively of the arguments by which 
the Committee seek to prove the justice of tbis imposition. The only 
sound reason for continuing this anomaly is that to do justice would, 
it is estimated, cost the Revenue about twenty millions per annum in 


Income Tax. 
4 * x 


Overtime and Remuneration in Kind 


The recommendation to assess payments for overtime seems to us 
to strain in a niggling way the principle of “ ability to pay,” which, to 
the Committee, is the true basis of assessmeht. Per contra, an allowance 
for necessary expenses incurred, doctors’ bills and cost of recuperation, 
would be but reasonable. But this is not recommended. 

As to “remuneration in kind,” is the Miner’s “free bath”? to be 
assessed ? If so, goodbye to coal! 


+ * * 


Two-and-a-Half Per Cent. Monthly Account 


This is an expression with which our readers are no doubt familiar, 
and it will surprise many of them to know that its precise meaning is 
not infrequently disputed, and has been on the verge of being brought 
before the Courts for interpretation. Some traders contend that the 
expression means that a June invoice is payable on the July pay-day ; 
others that June invoices are only payable on the August pay-day, 
that is to say, that a-clear month must elapse between the month in 
which the invoice is dated and the month in which payment is due. 
The solution of the problem no doubt is that the practice varies in 
different trades, and we shall be glad to have the experience of some of 
our readers as to the practice in their particular class of business. 
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The Life Assurance Scandal 

We venture to draw the special attention of our readers to the out- 
spoken article on “ Industrial Insurance ” which appears in the present 
issue. Our contributor comments from the point of view of the plain 
business man on the salient features of the recently published report of 
the Departmental Committee on Industrial Assurance, and those who 
read his remarks will not need to be told that he is an expert on insurance 
matters of the highest standing. The Committee’s report discloses a 
state of affairs in the business of life assurafice which amounts to the 
proportions of a grave scandal. The facts need no emphasis: they are 
sufficiently disturbing by themselves. It is doubtful whether a more 
serious report has been written by any Committee since the famous 
investigation into the working of the New York Companies, which 
necessitated, as this does, special legislation to grapple with the evils 
disclosed. That such a flagrant scandal should be allowed to continue 
for any lengthy period after exposure is unthinkable. Drastic legislative 
action is certain to follow, and in view of this fact we should welcome 
any expression of our readers’ opinions on the constructive suggestions 
made by our contributor with the object of devising a scheme to remedy 
an evil of such magnitude. 

* * k 

The Capital Levy 

Pending the publication of the report of the Select Committee on 
War Wealth, it is impossible, to say definitely what the future holds in 
store for us in the way of fresh taxation. There is a general belief 
however, that as a result of the severely critical nature of the evidence 
given by the leading bankers and financiers the proposal will either be 
reluctantly abandoned or considerably modified. In theory the idea of a 
heavy tax on riches which have accrued solely as a result of the war 
meets with universal approval. If the war profiteers could be mulcted 
of a big proportion of their ill-gotten gains without endangering the 
security of the community generally such a tax would be highly popular, 
but there’s the rub! The great body of expert financial opinion regards 
it as an impracticable idea. It was generally agreed that any such levy 
as was proposed would be followed by such an enforced realisation of 
securities as would result in a very grave depression of values, involving 
not only great disturbance of trade but also-real danger of a financial 
panic of unexampled magnitude. Whether the delicately poised fabric 
of our credit system would survive so rude a shock, or would come 
tumbling about our ears, is extremely doubtful. Grave statements were 
made before the Committee. Take, for example, the significant dialogue 
between Mr. H. Wilson Fox and the Hon. Gilbert Johnstone, a prominent 
member of the Stock Exchange— ` 
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Mr H. Wilson Fox asked if the witnesses agreed with the conviction expreased 
by the bankers that ıf the tax were imposed there would be a general panic 
“Would you go as far as that ? ” he asked. i 

“There would possibly be a panic market,” repled the Hon. Gilbert Johnstone , 
adding, “ We are not far off that now ” 

You feel that this would be the most serious blow to credit which the 
Government could strike ?--Mr Johnstone: We think so. 


Any government which, against the whole weight of the best financial 
opinion, would run the risk of precipitating so terrible a catastrophe, 
would be guilty of almost criminal folly. 

* ™ 





* 


Chancellor of the Exchequer on Company Promotion 

There is little abatement in the flood of new issues now being 
placed upon the money market, and the intending investor should 
walk warily. Business men happy in the possession of a little surplus 
capital will do well just now to subject the attractive paragraphs of the 
average prospectus to an especially critical examination. Responsible 
leaders of finance are becoming alarmed at the reckless creation of credit 
upon the insecure basis of prices which are certain sooner or later to 
suffer a severe reaction. Following upon the warning given last month 
by the General Manager of the National Provincial Bank, the Chan- 
cellor of the Exchequer made the following pointed remarks in the 
course of a recent debate in the House of Commons— 


I cannot view without concern the extraordinary expansion of business in the 
promotion of companies. If I were sure that the expenditure of all this money 
teally resulted in an increase of production I would find some consolation, but 
am convinced that much of it means only additional competition for the limited 
supplies of labour and materials that are available. I think that those who are 
capitalising or recaprtalising old businesses on the basis of the present inflated 
profits are-entering upon a most dangerous course, are taking grave responsibilities, 
and are laymg up for themselves—zf they continue to hold any interest in these 
concerns—and certainly for those whom they induce to come into them, as well 
as for the country at large, a very perilous future problem. 

* 


* 


x 
Banks Attempt to Suppress Share Gambling 
In view of the Chancellor of the Exchequer’s warning, the decision 
of the banks to curtail loans and restrict accommodation to customers 
where they have reason to know that these are required for mere 
speculation as distinct from legitimate trading purposes, is an 
important move which may be fraught with far-reaching consequences 
in the direction of the deflation of credit. The cotton mill boom and 
the recent speculative buying of oil shares provide plenty of examples 
of the sort of reckless speculation which it is desired to suppress. It is 
a form of gambling thoroughly unhealthy from every point of view, and 
particularly pernicious at the present time. The fact that sooner or 
later frenzied finance of this description inevitably burns the fingers of 
the speculator should not be allqwed to blind one to its evil influence 
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on other people. It promotes credit inflation, and thus tends to keep 
up prices. Of what avail is it to issue urgent appeals for economy if 
the savings of the thrifty are to be at the disposal of the share gambler 
and the get-rich-quick type of financier? It is therefore both sound 
policy and good patriotism on the part of the banks that they should 
have issued instructions to their managers to exercise extreme care 
when considering applications for overdrafts and loans. Money required 
for legitimate business enterprise will not be withheld, but loans for 
speculation are to be officially discouraged, while existing overdrafts 
which are secured on speculative shares are to be called in as quickly 
as possible. This is a decisive step in the direction of sound finance, 
and if only the Government will support the banks by something more 
than mere talk—for example, by cutting down departmental extrava- 
gance in every form—something will have been done towards currency 
deflation and a reduction of the cost of living. Intelligent business 
men, with the Continental position before their eyes, are getting very 
tired of continuous wage advances rendered necessary by continua]ly 
rising prices, which leave the worker ‘‘as you were,” if not actually 
worse off than ever aoe the poiat of view of gn well-being. 


Royal AA Desir Against Dinna Coinage 
The Royal Commission on Decimal Coinage has issued its repon, 
and by a majority decided against the adoption of the decimal system 
of coinage by this country. The decision will cause a good deal of ‘dis- 
appointment among ardent supporters of the reform, whose desire to 
see our Monetary system brought ‘into line with ‘those of the ‘Continent 
is thus frustrated. As will be seen from the letter published in our 
correspondence columns, the Decimal Association decline to accept the 
decision of the Commission, and will continue their propaganda. As 
is pointed out by the Report, a large part, including the least instructed 
portion of the community, reckons its income and expenditure in terms 
of shillings and pence, and “‘it is idle to expect that the public would 
readily accept the disturbance created by the interference with their 
habits and the basis of their established notions of value by a change 
for which they have expressed no desire, and which will not benefit 
them except in so far as they keep accounts. They would regard the 
convenience which the change would afford to bankers, exporters and 
manufacturers and to industries as purchased at the cost not only of 
great inconvenience to themselves but of a rise in prices. We are 
satisfied that its introduction would provoke widespread opposition.” 
The two schemes before the Commission were contained, the first, in 
Lord Southwark’s Bill, which retained the £ sterling, with every coin as 
a thousandth part or multiple of a thousandth part in value of a sovereign, 
the parts to be called “ Mils’; and, the second, in Lord Leverhulme’s 
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Bill, which took the halfpenny as its lowest unit and provided a unit of 

100 halfpennies, described as a ‘“‘ Royal” Minority reports support 

these two schemes, but the majority of the Commission hold the view 

that the present fractional system, when learnt, “is admirably suited 

to the needs of everyday life.” 
k 





* * 


Retiral of a Well-known Chartered Accountant 
We are informed that Mr. Ernest Innis Husey, for nearly forty years 
a prominent member of the firm of Messrs. Jackson, Pixley, Browning, 
Husey & Co., has retired from practice. Prior to joining this firm 
(which in its origin dates back, we are told, to 1843) Mr. Husey prac- 
tised on his own account, and thanks to his abilities as an accountant 
and his genial disposition, had built up a large practice, his clients be- 
coming his life-long friends. To mention one of many other important 
matters, Mr. Husey was for some years Receiver and Manager of the 
Crystal Palace Company, and in recognition of his services in connection 
with King George’s Coronation Fete to Children at the Palace he was 
made a Member of the Victorian Order. Mr. Husey also acted during 
the war in more than one responsible capacity. He will con- 
tinue to act as Director of several public companies with which he has 
been associated in the past, so that his experience and judgment will 
not be altogether lost to the business community. 
* * * 


Payment by Results 

The acceptance of the principle of payment by results by the Con- 
ference of the National Federation of General Workers has brought its 
general adoption within the sphere of practical politics, and is a striking 
evidence that the great body of Trade Unionists have at length realised 
the vital need for increased production all round. The need for safe- 
guards against the abuse of the principle has hitherto been a stumbling- 
block, but the suggestions made by the employers at the recent York 
conference formed a satisfactory basis of agreement. These suggestions 
included the offer “ that piece work prices and bonus and basis times 
shall be such as will enable a workman of average ability to earn at least 
334 per cent. over present time rates, excluding war bonuces,” and upon 
this basis the Federation approved the principle. It has been pointed 
out that the system of payment by results was tried some years ago, 
and experience showed that a great increase of production followed, 
and that the workers were well satisfied with the higher wages earned. 
Certain employers, however, became alarmed at the high wages earned 
and cut down the piece rates. This action gave rise to the suspicion 
with which the principle is now perhaps justifiably regarded in Trade 
Union circles. Now that increased production is urgently needed not 
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only in the national interest but also in order to cope with the unpre- 
cedented rush of orders which have come to British manufacturers, the 
time is ripe for a renewal of the experiment, and with better relations 
existing between employers and employed, it is reasonable to suppose 
that arrangements may be made which, by avoiding the blunders of the 
past, will enable the principle to be applied on a more satisfactory and 
more permanent basis. The evils of limitation of output are apparent 
to everyone at the present time, and the workmen of to-day are suffi- 
ciently intelligent to see that any principle which interferes with their right 
to make the most of any acquired or natural skill they may possess in their 
work is highly damaging to themselves, whatever doubtful advantages 
it may be alleged to have in the cause of their trade organisation. 
* * * 


Army’s Record Double Entry Account 
When the Army account for the current year is completed, it is 
expected to be the largest systematised double entry account on record, 
and, according to the Dastlhy News, it will lead up to a balance sheet 
which it is claimed will be the first of its kind produced by any Govern- 
ment Department. This is the outcome of the adoption of the reformed 
system of Army accounting upon a cost basis, drawn up by Sir Charles 
Harris and recommended by the National Expenditure Committee. 
The system has been successfully established throughout the Army 
upon scientific and commercial lines. The principal feature of the 
reformed method is the showing at a glance the complete financial 
transactions of any department. Formerly this usually required reference 
to a number of accounts. 
f * * * 


The London Trafic Problem 
Important recommendations directed towards the solution of the 
difficult problem of London traffic co-ordination are made in the Report 
of the Advisory Committee on London Traffic. The Committee unani- 
mously recommend the appointment of a permanent statutory body of 
three members as the traffic authority for the whole of the Metropolitan 
and City Police areas. Among the duties and powers of this authority 
would be the making of necessary surveys and preparation of schemes 
for the improvement of London traffic facilities; the preparation of an 
authoritative general development plan to which all new London trans- 
port schemes should conform ; the co-ordination in the public interest 
of all passenger transport agencies; the selection and prescription of 
routes to be followed by all or any classes of traffic, etc. Legislation will 
be needed for the creation of the Authority, and it is recommended that 
power to veto any of its schemes or plans should rest with the Minister 
of Transport. In order to attract men of suitable standing it is 
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recommended that their salaries must be higher than those ordinarily paid 
in the Civil Service, and the Committee suggest the sum of £4,000 for the 
Chairman and £3,000 each for the other two Commissioners. It will be 
noticed that the “Big Three,” as the proposed .commissioners have 
been christened by the popular press, are entirely free of any public 
control, except in so far as it can be exercised on the Minister of Transport 
through the House of Commons, and in view of the importance of the 
duties entrusted to them, more will certainly be heard of this extra- 

ordinary immunity from effective control when the recommendations 
come before Parliament. 

4 * * 


Business ‘Men and Psychology: Proposed National 
Institute 

Steady development is taking place in the application of the facts 
of science, especially the science of Psychology, to the practical problems 
of industrial and commercial life, and it is interesting to note that steps 
have been taken for the establishment of a National Institute of Psycho- 
logy and Physiology with this useful object definitely in view. Such 
well-known employers as Sir Robert Hadfield, Mr. Selfridge, Mr. W. L. 
Hichens, and Mr. Seebohm Rowntree have promised their support, and 
many psychologists and educationists are interested in the scheme. It 
is proposed that the Institute should have an income of at least £6,000 
a year, and it is not anticipated that there will be any difficulty in rais- 
ing the money. A laboratory will be equipped for research, and it is 
hoped that it will be possible to define conditions which make the 
maximum output possible with the minimum of fatigue. Careful tests 
will be made with the object of discovering the causes of mental and 
muscular fatigue and the most effective methods of reducing it. The 
Institute will also establish standards which will make the selection of 
a profession a less haphazard undertaking than at present, and will 
provide training courses for managers of works, etc. Suitable head- 
quarters have not yet been found, but it is expected that this difficulty 
will shortly be overcome. In the meantime, Dr. G. H. Mills, of Messrs. 
Harrisons & Crossfield, 1-4 Great Tower Street, E.C., who are keenly 
interested in the paras is ee as secretary. 


Ts Profit-Sharing on the Decline ? 

The question is raised by the perusal of a report just issued by the 
Ministry of Labour, which states that out of 380 schemes of profit- 
sharing and labour co-partnership started since 1865 only 182 schemes 
remained in existence on 31st October last (involving 243,000 employees). 
Of those abandoned, 91 were due to the dissatisfaction of the employers 
or of the workpeople, or to similar causes; 49 to want of financial 
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success, losses, diminution of profits, liquidation or dissolution; 24 to 
death of employer, sale or lease of farm, employer giving up business, 
_ or change of management ; and in 13 cases the cause is unknown. The 
gas industry, which has always been regarded as particularly suitable 
for profit-sharing, is the only one which has adopted it on a national 
scale, and nearly all the schemes are modelled on that of the South 
Metropolitan Gas Company. The stability of these schemes is proved 
by the fact that only 2 out of 38 were abandoned during the war. 
Pecuniary results, as tested by bonuses paid, include such substantial 
disbursements as: {£750,000 paid by the South Metropolitan Gas Com- 
pany in 30 years ; a sum nearly as large paid by Messrs. Lever Brothers 
in 10 years; and £330,000 paid by Messrs. J. T. and J. Taylor, Batley, 
a much smaller firm, whose employees now own more than half the 
shares. Of the effects of the scheme in developing a community of 
interest between employer and employed, the Report says: “it seems 
possible to speak with considerable confidence.” Some firms have 
had a most encouraging experience, and “it would appear that 
those committees have succeeded best which have had the greatest 
responsibility thrown upon them.” 


* x * 


How American Exporters Overcome Exchange 
Difficulties 


Some ingenious schemes of international trading have been evolved 
as a result of the exchange crisis. Last month we related how Polish 
farmers had been compelled to resort to primitive methods of barter in 
order to obtain their requirements. Recently, a well-known American 
firm of exporters and their representatives in France adopted what 
might be described as a modification of the long credit system in order 
to get over the difficulties of the exchange situation and further the 
sale of American goods in France. The method is thus described in our 
contemporary, Engineering and Industrial Management— 


Goods are shipped and invoiced in dollars The French firm does not remit 
dollars or francs in payment, but deposits with a local bank, for account of the 
American firm, an amount in francs corresponding to the amount of the dollar 
invoice at the current rate of exchange. This amount is revised every month to 
correspond with fluctuations in exchange. If dollars rise, additional deposit 1s 
made to cover the difference in exchange. The money depoarted 1s to be trans- 
mitted when the exchange rate shall have reached a level satisfactory to the 
importer The agreement is for two years, and if at the end of that penod ex- 
change has not fallen sufficiently to allow of transmission of the money without 
loss to the importers, a further agreement is to be negotiated The money 1s 
deposited with a bank having correspondents in the United States, and the 
American firm is enabled, if necessary, to borrow money in the United States 
against deposits standing to its credits m France. The French deposits bear 
interest, therefore the American firm incurs little or no expense in connection with 
its loans, ag interest paid in France will offset what it may have to pay in the 
United States. 
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The Dockers’ Charter 

The Majority Report of Lord Shaw’s Court of Inquiry on the dock 
workers’ claims is a document the supreme importance of which it 
would be difficult to exaggerate. Public interest in the Inquiry was 
very keen throughout, and was heightened by the occasionally dramatic 
nature of the evidence, the contrasting personalities of Mr. Bevin, the 
“ dockers’ K.C.,” and the notable witnesses called on behalf of the 
employers, together with the fact that the subject-matter of the Inquiry 
—the cost of living and the dockers’ demand for a reasonable standard 
of life—came home to everyone. The chief recommendations, which 
are as follows, are signed unreservedly by the Chairman (Lord Shaw), 
Sir Lionel Fletcher (one of the employers’ representatives), Messrs. 
Tillett, Gosling, and Williams (representing the dockers), and Mr. A. 
Pugh (representing other workers}— 

(1) With a view to establishing a national minimum standard (to use the words 
of the claim) the minimum for day workers and pieceworkers shall be 16s. per 
day on the basis of the national agreemént for the 44-hour week. 

(2) A system of tion of dock labour should be introduced into ali the 
parts, docks, and harbours of the kingdom. 

(3) The principle of maintenance of unemployed casual labour is approved. 

ts Wages of dock labourers should be paid weekly. 

The constitution of a national joint council and its correlative and local 
bodies should be undertaken for the dock labour industry on the lines of the re- 
port af the Whitley Committee. These bodies should, failing agreement by the 
parties, be charged with the settlement of the incidental matters mentioned in 
this report, and of the remaining items of claim. 

* * * 


The Right to a Decent Life l 

The Minority Report, signed by Sir Joseph Broodbank and Mr. 
Frederick Scrutton, dissents from the national minimum, and objects 
to the 16s. a day on the ground that it will cost the public £15,000,000 
a year, and will react adversely upon the general industrial situation 
by leading other workers to demand higher wages. That the concessions 
will cost a great deal of money is undeniable, but to deny them against 
the weight of public opinion would probably prove much more costly 
in the long run. Few sensible employers would venture to disagree 
with the Court’s approval of the view that the workers should have not 
a mere subsistence allowance, but “the right to have life ordered upon 
a higher standard, with full regard to those comforts and decencies 
which are promotive of better habits.” 

It is agreed that there does not seem to be for some years what 
might be called a reasonable expectation of a substantial reduction in 
the cost of livmg. On the question of casual labour the Report suggests 
that the time has arrived when the industry must also bear in addition 
to the charge for wages a charge in respect of the maintenance of un- 
employed casuals, and the humane and generous spirit running through 
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the whole report cannot be better indicated than by the following 
passage— 

In one sense it 1s a convenience to authorities and employers, whose require- 
ments are at the mercy of storms and tides and unforeseen casualties, to have a 
reservbir of unemployment which can be readily tapped as the need emerges for 
a labour supply. If men were merely the spare parts of an industrial machine, 
this callous reckoning might be appropriate: but society will not tolerate much 
longer the continuance of the employment of human beings on those lines. 


Such a plain statement of economic truth in the report of a Govern- 
ment Inquiry is significant of a great change in the mental attitude of 
society towards the problem of poverty. Dock labourers have been 
far too long accustomed to hand-to-mouth employment, with the grim 
spectre of want ever in the background. It is time for this ugly and 
disturbing phantom to be permanently removed, and Lord Shaw’s 
report will do much to accomplish it. 


* * ‘* 


An Optimistic Financial and Commercial Review 


The Financial and Commercial Reotew for 1919 issued by the Swiss 
Bank Corporation (43 Lothbury, E.C.2) comprises not only a very able 
survey of the principal features of financial and commercial interest 
during the past year, but also enables the reader to form a clear idea of 
the international economic conditions which are revealed as in a glass 
darkly by the statistics of the money market. For example, it is cheer- 
ing to know that while “in every direction the elements of economic 
life are still to a great extent artificial and fictitious, it cannot be gain- 
said that in most countries there has been a certain amount of consoli- 
dation.” And again: “Trade and industry are literally overwhelmed 
with orders, which it will take several years to execute in full. It is 
the very intensity of this demand which stamps the present economic 
situation, and makes it possible to look towards the future with some 
degree of confidence.” The depressing factors in the situation are not 
ignored, on the contrary, an interesting attempt is made to explain 
them. Light is thrown on the decrease of production in the coal and 
steel trades, and the evil of high prices is carefully considered. In the 
section dealing with Foreign Exchanges a valuable supplementary chart 
shows the rates of capitalisation for various categories of securities on 
the principal markets of the world at 31st December last. Another 
very useful chart published at the end of the booklet indicates the 
fluctuations of rates of foreign exchange during 1919 in per cent. above 
or below parity. The Commercial Section shows the price movements 
in the leading food products, textiles, metals and minerals, and mis- 
cellaneous products, and reviews the general position of the particular 
market with a view to forecasting possibilities during the present year. 

124 





“ Combines for masa production for export purposes are a disastrous policy in present 
conditions.” ` 





1 


The Sentinel of Trade and the 


Passwords 


By Sm OSWALD BTOLL 


A New Scheme of National Credit 


(In thie article Sir Oswald Stoll, ETO E Y OT T e, 
ee a r economic and financial 
principles, and advocates the establishment of a new baste of national credit.) 


Poon is the finding of media of exchange which may consist 
either of money or of money relations between the parties thereto 
stated on paper in the form of cheques, drafts, notes, bills of exchange, 
Treasury bills, books of account, etc. Without finance, exchanges of 
goods and services between either persons or communities can be effected 
only with difficulty. 

When money is the instrument used in sound finance, it can consist 
only of precious metal which may or may not be legal tender. When 
paper is the instrament used in finance, the paper, which again, may 
or may not be legal tender, cannot consist of money; although it 
may purport to do so; but of more or less sound credit. Everyone 
knows that legal tender consists of that money which a creditor must 
accept to the full amount of his debt should his debtor offer it. 

There is Wmsted legal tender, like our silver and copper coinage, 
which is not worth in metal value its nominal amount as money. It 
merely betokens that value. Hence, creditors may refuse more than 
a small amount of that coinage in the money offered in payment of a 
debt. This fact, with its governing principle, implies that money which 
is not worth intrinsically what it purports to be worth should not be 
made legal tender for the full amount of any considerable debt. That 
is why Treasury notes to-day should not be “legal tender for the 
payment of any amount.” 

The test of the value of ican tender money is always the amount 
of gold which it will purchase at a definite par value of gold money 
throughout the world. This par value in English money is £3 17s. 9d. 
for one ounce of standard gold; standard gold consisting of eleven 
parts pure gold and one part alloy. 

That this is the test is almost self-evident ; ¢.g., a foreigner with a 
claim for money against a national of our country will have little use 
for our legal tender paper in his own country where it is ineffective as 
money. Precious metal is acceptable in his own country as money, 
and hence he will accept precious metal. But our national has none 
to give him. Hence the foreigner says, in effect: “Well, if you will 
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give me as much of your legal tender as will buy the precious metal 
which will settle my account, I shall take the risk of getting the metal 
for it- If my account is equal to an ounce of standard gold in my 
country’s money, I must have as much of your paper money as will 
buy an ounce of standard gold at market price.” For this reason, 
whenever standard gold is dearer in Great Britain than {3 17s. 9d. per 
ounce, the financing of our trade, with any country having a legal tender 
money of par value, will be against us in the form of adverse exchange 
to a corresponding extent. 

If standard gold is at a 20 per cent. premium in our legal tender, 
the foreign exchange with such a country will be against us by 20 per cent. 

The Exchange Committee which marks the rates of exchange up 
or down, the speculators for the rise or fall, finance bills manufactured 
to take advantage of the market or to organise movements thercin, 
gold restrictions and so forth, cannot nullify or neutralise (although they 
may change, disguise or confuse) the effects of this principle. 

All credit instruments, including paper money or substitutes for 
money in general, being drawn or made out in terms of money, are 
subject to the same test. Hence do we need badly to-day a policy of 
rapid resumption of strong legal tender money in this country, instead 
of the policy of slow resumption which we now have and which is largely 
responsible for the high prices and scarcity of supplies that are breeding 
so much immediate and future trouble. 


Financial Control of the Trader 

Finance is the sentinel of trade; and international finance is the 
sentinel of international trade. No trader may pass the sentinel without 
being challenged. Sentinels are posted at all strategical points, g.g., 
the manager’s room in-a bank or discount house. ‘‘ Pass friend; all’s 
well;”’ sends the competent trader along the road to fortune. Woe 
betide him who is without the password. The commanders-in-chief 
of the international forces of finance select the passwords! This is 
done not merely for individual traders, but for classes, for every kind 
of industrial operators, and for all regulators of trade and commerce 
whether appointed by governments or otherwise. These regulators are 
innocent accomplices of financial strategists; their training and their 
placing, as officials in administrative and advisory capacities, well 
qualify them to lay down cast-iron tracks of financial operations. 

The commanders or financial magnates in the main have no sinister 
intentions. They believe that they are doing their duty not only to 
themselves but to whole nations; that duty being to facilitate inter- 
national trade. It is nothing to them that such trade might be made 
so much more voluminous, more varied and more individualised were 
it not limited to favoured kinds and personnel, but instead were extended 
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by the activities, ingenuity and progressiveness of every individual 
capable of applying successfully any financial facilities accorded to him. 

They are content and even proud that the trade is so great, when 
the workers do not malinger. “Is it not represented,” they say, “in 
financial terms, by thousands of millions of pounds sterling phrased in 
moneys of all the countries of the world ? What more need be said ? ” 

Much more! In interest, discount, premiums, commissions, agios, 
arbitrage and charges on that grand total, they collect such vast sams 
every year that they cannot find a sufficient number of good things in 
which to invest their riches without buying up the instruments of 
production from which these sums are derived ; thus, in effect, absorbing 
as further food the very hand that feeds them. 


From Middleman to Principal 

It is obvious that as countries develop and populations increase 
these instruments of production (and distribution) should increase 
correspondingly, and not be limited to what may be bought up and 
monopolised by a comparatively few operators in international finance ; 
that some reform in the financial system underlying industry should 
place it beyond the power of the financial middleman, working on 
commission, in the so-called money market, to absorb inevitably the 
business and property of the very trader, the facilitation of whose trading 
is originally the chief cause and justification of that middleman’s own 
existence | 


Is there a Remedy ? 

Nation-wide individualism in finance itself is the remedy. It is 
true that on the one hand “ unchecked individualism” is the aim of 
the financial world; but only within its own self-governed precincts. 
By means of such unchecked individualism the international financier 
is concentrating in himself control of everything worth while in the 
world of trade and commerce. 

On the other hand, “ checked’ individualism of all who stand 
outside those precincts is reducing the remainder of each community to 
armies of discontented workers whose hopeless outlook individually causes 
them to look collectively towards the appropriation of those instruments of 
production which they can otherwise never hope to possess, but which as 
things now stand constitute their only means of earning a loving. 


Effects of Financial Policy on Trade 
If it were true that the trade policy’ of the country were really 
“ unchecked individualism,” and not merely “ unchecked individualism 
of only the few,” there would be no housing question, no sweating, and 
no slums, for every individual would have his chance and most individuals 
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need no more. Notwithstanding the pleadings for more and yet more 
education, uneducated men who get their chance make good use of it ; 
many men, unable either to read or to write have amassed large fortunes. 
But, alas, the trade policy of the Government is expediting a climax 
to this unfortunate system of unchecked individualism for the few. 
- It fosters the great exporting combines in coal, textiles, etc., which are 
being rapidly promoted. It calls upon them to export with might and 
main all that they can produce. It calls upon this type of producer for 
more and yet more production. Coal, textile and engineering products 
are urged out of the country for the purpose of out-balancing imports 
(which .are discouraged) for the ostensible purpose of redeeming the 
country’s war indebtedness and rectifying adverse exchanges. But 
while this purpose is not being accomplished, complete control of 
productive assets in this country is falling into the hands of the friends 
and nominees of international finance, speculation in foreign exchanges 
is rife, the cost of government is doubled and trebled through high prices 
and capital is leaving the country for investment where predatory 
taxation and confiscation may be evaded. 


Combines for Mass Production Disastrous 

Combines for mass production for export purposes are a disastrous 
policy in present conditions, however sound the policy may be in 
appropriate conditions. It is bad enough, for instance, that mass 
production of clothes from the backs of sheep to the backs of men, while 
it enables the organisers to sell clothes cheaper, checks the progress of, 
and brings ruin upon, many individuals operating in a small way; but 
how much greater may the evil become if the complete disorganisation 
and destruction of individual businesses in clothes should leave the 
mass producer with a monopoly, and if his whole output should then 
~ be forced abroad, leaving the home consumer without clothes,. like 
Carlyle’s straddle-legged radishes, in the alleged interests of the payment 
of the nation’s debt or futile attempts to produce parity in exchanges ? 
di Exports of natural resources or specialities, which are not dependent 

for their “raw materials” on imports at crushing prices, profit by 
adverse exchanges. Sold to the United States for dollars, the dollars 
are exchAnged for our money at 3 dollars 90 cents to the £, instead of 
4 dollars 86 cents. A similar situation applies to India and rupees. 

Our industries are being reduced to the kinds whigh will furnish 
such exports, mass production is being organised in them, and other 
industries, in the interests of forcing workers where they are thus more 
needed, are dropping by the wayside. 

The cotton boom appears to be an exception. But cotton may be 
imported from America at a high price because the finished cotton 
goods may be sold to India, for example, with the benefit of the adverse 
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rupee exchange. But this cannot go on for long, when cotton is liable 
to cost so much as it did through the recent sensational drop in the 
American exchange. 

It will pay the non-importing class of exporter to force his products 
out of the country at the expense of the home consumer so long as the 
Government does nothing effective to make legal tender sterling cost 
him 4 dollars 86 cents to the £; in which case the Government could 
itself get 4 dollars 86 cents to the £ in its laudable endeavours to pay the 
nation’s dollar debt. 

Meanwhile, the greater that mass production on these lines becomes, 
the smaller will become the manufacturing industries which in normal 
times provide employment for the bulk of the people; the same 
industries, as rivals, will develop in Japan, South America, the United 
States and elsewhere; skilled labour will emigrate; and unskilled 
labour must migrate, within our borders, to overcrowded centres, 
unable to find work where there ts housing accommodation, and unable to 
find housing accommodation where there is work. 

As the Government is the chief supporter of the non-importing 
exporter by buying his dollars or rupees for use in settlement of our 
foreign debt, the Government is the chief promoter of the trade, which, 
accordingly, when the debt is paid and Government support is with- 
drawn, will collapse. The forms of industry remaining will be incapable 
of employing the people; high prices will still keep out vital imports ; 
and the impossibility of obtaining payment therefor will prevent 
exports. Paralysed trade and hungry workers will become a desperate 
problem. 


Real Cause of Adverse Exchanges 
This being so, it is imperative that the fictions which have been 
_ promulgated as the prime causes of seriously adverse exchanges in finance 
should now be repudiated, and that the main cause—real differences 
of value in the legal tender moneys themselves—should direct our efforts 
to rectify them. The problem is the easier for us, the more depreciated 
the legal tender of the United States becomes through the practice, 
incapable of being properly safeguarded, of discounting bills with legal 
tender paper, resulting in vast issues of Federal Reserve Notes which 
cannot be reduced by any of the methods yet applied. 


The Remedy 

For every evil which the fall in prices consequent on rectifying this 
exchange will produce ; for the evils of the financial system underlying 
trade and industry; for economic evils such as threats to capital, 
execrations upon and prosecutions for the making of profits, onerous 
national debt charges, inability to pay for needful social reforms and 
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adequate defences ; for all these evils and more besides, there is a remedy, 
viz. : The recognition of National Credit as based on a nation’s productsuity ; 
and, thence, the investment of productive properties with a legally- 
defined credit-right to nationally-guaranteed credit, secured on the 
productive property invested with the right, and made applicable to 
either the establishment of further productive property or the relief 
from onerous charges of existing productive property. 

In connection with this scheme, it should be mentioned that not 
only is the extension of our present cheque system necessary to reversion 
to sound legal tender, but both an extension of our cheque system and 
reversion to sound legal tender are essential to the successful application 
of National Credit Right. 


An Example of the Scheme 


The following might be cited as a general idea of an instance of the 
proposed scheme in operation, subject to provision being made for 
ensuring such economic equilibrium and stability as would avoid 
over-competition in particular trades— 

A builder is in possession of plant and premises of which the value 
in gold standard money is £48,000. This property is invested with 
credit-right to half that amount, #.¢., £24,000, provided that the credit 
so obtained is to be used to— 

(1) Pay off a mortgage on the property ; or 

(2) Obtain more plant for his business; or 

(3) Establish productive plant of some other kind m demand; or 

(4) Do one or more of these things wholly or in part to the extent of 
the credit. 

After due formalities his bank would open a credit of £24,000 in its 
books in his favour against— 

(1) Deposit of a first charge upon the preperty referred to ; 

(2) The voucher of the Treasury that the credit is national and 
chargeable against the nation should the owner of the property (the 
builder) fail to redeem it; and 

(3) The guarantee of the Treasury that the credit will be met by the 
Treasury, subject to the reversion of the charge upon the property to the 
Treasury, should the owner default. 

The builder would undertake to redeem the credit by agreed 
instalments; say, thirty annual payments of £800 each. 

If he had effected an ordinary loan of £24,000 at 5 per cent., the 
interest alone would have amounted to £1,200 per annum without 
reducing his debt. Under national credit, obtained by virtue of credit- 
right, £800 per annum would be less than a charge of 34 per cent. interest 
on a normal loan whilst each payment would be made by the builder not 
as interest but as reduction of principal. 

130 








The Sentinel of Trade and the Passwords 


The builder’s costs, apart from incidentals, would be— 


(1) For the Guarantee of the Treasury, £1,200; t.e., ERY went 
of the amount of the credit ; 

(2) Annual book-keeping fees to his banker, E on the full 
amount of the credit (£24,000) during the currency of any part of it, 
as follows : 1 per cent. for the first year and half of 1 per cent. for each 
of the remaining twenty-nine years ; 4.2., £240 for the first year and £120 
per annum afterwards. 

Thus, on the last £800 outstanding the payment of £120 to the 
banker would equal 15 per cent. 

The Treasury would place its £1,200 into a Treasury reserve which 
had been designed in support of the whole scheme of National Credit 
Right. This reserve would eventually become large enough to support 
all emergencies in national finance and banking. 

If the builder, in view of the housing shortage, should wish to build 
£24,000 worth of houses, then— 

(1) He would thus provide himself with means of payment therefor. 

(2) He could afford to let twenty-four £1,000 houses at sufficient to 
return him £920 per annum. 

(3) At the end of thirty years not only would his building plant 
be free of any charge, but he would be sole owner of the twenty-four 
houses and of the income which they would yield. 

(4) The conditions which would enable him to let the houses at low 
rents would prevail in other productive industries, would enable him to 
buy his materials cheaper, and thus to build the houses at a lower cost 
than £1,000 each. 

(5) The general conditions of employment, through insistent demand 
for wage-earners, and the consequent welcome given to machinery, 
would make even higher rents easily payable whilst he would be in a 
position to reduce’them. 

(6) The charge upon his property in respect of the redemption of 
{24,000 credit would be upon his building plant ; not upon the houses. 

As the houses in his hands would be productive properties he could 
obtain credit on them by right to half their value, if he could put this 
credit, too, to productive use ; or he could sell them in the open market 
(for perhaps more than £24,000), and out of the proceeds either redeem 
the credit or extend his business further ; or 

(7) If he were philanthropical, or if he desired to keep a close grip 
on a number of workers for the benefit of his building business, he could 
let the houses withoud loss at a mere maintenance rental, and would still 
be the owner of them at the end of thirty years with his building plant 

. free of its charge. 

Farmers, manufacturers, railway owners and other producers may 

apply the plan for themselves by analogy with the foregoing instance. 
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The Railway Position 


At the present time railway owners and workers have a dispute, 
evidenced by a poster showing that higher wages cannot be paid and 
higher fares must be charged because no dividend on £20,000,000 of 
capital can be earned without a subsidy from the Government. This 
poster illustrates a fact which ought not to be a fact. Under the credit 
scheme outlined above, much of that £20,000,000 of capital would long 
ago have been repaid; and for what remained, a good dividend would 
have been compatible with not only present fares, but also those higher 
wages which the poster implies could be paid were it not for the great 
capital which now burdens the industry. 

Underlying most railway troubles is the fact of irredeemable deben- 
tures which ought not only to be redeemable but ought long ago to have 
been redeemed. They would have been had the scheme of National 
Credit Right been applied to the railway industry in days gone by; and 
the funds which they represent would have gone far in. the furtherance 
of trade to swell the traffic, to-day, of more efficient and cheaply-run rail- 
ways, operated by well-paid workers ; instead of remaining an msuperable 
obstacle to innovations of the Gattie type. Credit which is redeemed 
by the recipient is infinitely superior to a Government subsidy which 
must be provided by the taxpayer: the one is productive; the other 
is a burden on production. 


Production under the New Form of Credit 


Production under such credit conditions would yield enough to 
meet all the obligations and consumption requirements cf both the 
State and the individual, stinting none and scamping nothing. That 
would be so because this form of credit is capable of counter-balancing 
in course of time the vast outstanding debit against productive industry, 
which is represented by the service of our gigantic national debt and the 
yield required for income upon invested funds and reinvestments. 

This form of credit is the remedy for a very grave situation. ` It is 
to the interest of the capitalist who would make his capital safe; and 
of the wage-earner who would make his earnings valuable in genuine 
buying power. The remedy and the opportunity for applying it exist ; 
yet the nation is busying itself in a sordid struggle between the Haves 
and the Have Nots, which, if continued, can end only in the economic 
destruction of both. 
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lass Insurance 


By VIGILANS 


Evils of an Iniquitous System and the Remedy 


@ lies agitation of the Industrial Insurance Agents, some 70,000 in 
number, whose political influence in the House of Commons, owing 
to their intimate knowledge of working-class homes and votes, infinitely 
exceeds their value to Society, culminated with a minute of the Board of 
Trade, of the 14th May, 1919, appointing a Departmental Committee to 
inquire into the business carried on by the Industrial Assurance Companies 
and the Collecting Societies. Fortunately for the community this 
Committee decided to take evidence in public, and to treat the com- 
plaints of the agents as to their remuneration as a merely secondary 
matter. They devoted their attention to the question whether Industrial 
Assurance has any justification at all. They shrank from a decision. 
Probably they were divided in opinion, a circumstance which need not 
surprise us, seeing that Sir Alfred W. Watson was a member of the 
Committee. But on the facts as stated one of two things must happen. 
Either the practice of Industrial Assurance must be made illegal, or 
it must be made a semi-national service conducted for the benefit of the 
persons assured, instead of for the advantage of shareholders, officials 
and agents. That end might best be secured by a combine of all the 
companies, regulated by Statute. The competitive system has failed. 


Where the Premiums go | 

Take the case of the agent. He is the beginning of the trouble. 
His remuneration is based on the amount of premium he collects. It 
is frequently a direct percentage of that amount varying from 25 per 
cent. in the case of the Collecting Societies, to 15 or 20 per cent. in the case 
of the companies. In addition to this allowance for “ collecting,” the 
agent is specially remunerated for securing “‘new” business. For this 
he takes to himself the whole of the new premiums for the first 12, 14 
or 16 weeks, the lapses being usually set off against the new business. 
The Prudential pays ten times the weekly premium for each new policy 
provided it is kept in force for 13 weeks, and eighteen times the net 
increase in the weekly debit. In the large Collecting Societies, which 
are in fact controlled by the agents themselves, such, for instance, as 
the Royal Liver, it was admitted that the agent keeps about 31 per 
cent. of the weekly premium paid by the members. Over this army 
of agents there is another army of superintendents and assistant 
superintendents, so that out of every shilling paid in premiums, 53d. 
goes in ‘expenses. We are told that of £25,000,000 a year paid in 
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premiums by the insured population—which is synonymous with the 
manual working classes—only £14,000,000 are likely to come back to 
them, and £11,000,000 are absorbed in expenses and dividends. But 
there are companies whose expenses in all reach 46 per cent. of their 
premiums, and one touches 59 per cent. for cost of management and 
commission. 

The amazing fact is that notwithstanding all this “rake-off” as the 
Americans would call it, the agents are dissatisfied with their earnings. 
They say they cannot make a living at the game. In the case of the 
Pearl they struck quite recently for a living wage, and with the powerful 
assistance of the Northcliffe Press secured a minimum of {3 a week 
for each. The addition comes out of the already too heavily mulcted 
pennies of the poor. The present writer many years ago remonstrated 
with one of these men on the inherent viciousness of his occupation. 
He knew quite well how the policy holder was served in return for his 
twopence or threepence a week, but he said he quieted his conscience 
by the feeling that if he did not collect the twopence it would go in 
beer. Needless to add this particular man was a strict teetotaller and a 
shining light in his local Ebenezer. 


The Cause of the ‘‘ Lapses ” 


The Committee tell us that the agents have brought their claims to 
them; the Industrial Assurance Agents emphasising especially their 
grievance at touching only up to 25 per cent. of the money they collect, 
whilst other gentlemen, employed by the Collecting Societies, touch up 
to 31 per cent. In admirable official-ese they report that they do not 
feel called upon to pronounce as to the point at issue between the 
companies and their employees, and, with a touch of satire, add that 
“it is clear from the figures given them that if there is under-payment, 
as asserted, it is not due to any under-charge on the assured for the 
services rendered to him.” 

Let us as business men consider the Prudential block system. To 
carry this out the superintendents so organise the collecting books that 
each man collects approximately £10 a week in a limited area—a few 
streets in large cities. For this he receives as fixed salary £1 12s. 6d. 
a week. The collection should not take more than two days a week. 
He is expected to spend the rest of his time getting “ new ” business, 
for which he may get ten times each first premium he puts on his books, 
and also 18 per cent. of his net increase. There are 51,000,000 industrial 
policies in existence, so that it stands to reason that the bulk of the 
“new” business an agent can get must be business that is already 
“old” on some other agent’s book, and he only gets it by robbing the 
agent of some other company. We read that in the case of the Refuge, 
out of 9,322,336 policies issued in the ten years 1903-1918, 6,426,413 
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lapsed, and that the great majority ‘of all policies lapse in a Short | time. 
Why wonder at this shocking waste when we realise that 70,000 ‘men 
up and down the country are working day and night to transfer the 
policies already on some other company’s list to their own ? Apparently 
there is no really new policy to be had save on a newly born child—and 
the birth rate is falling. 

The result, the Committee tell us, is that the breadwinner of a family 
is seldom insured for a substantial amount, despite the large sum paid 
in premiums by the average family. ‘‘ Mothers are solicited to effect 
assurances on all the lives of the family: young people are importuned 
to insure their parents: and relations of the elderly, near and remote, 
are induced to take out policies where often there is no insurable interest, 
or any prospect of having to pay necessary funeral expenses. 


A Gamble in Human Life 

A fair illustration of this gamble in human life is seen in the returns 
of the Refuge. Here two-thirds of the whole amount of the premiums 
on whole-life weekly business is paid in respect of persons who are over 
50 years of age and an analysis of the returns indicates that the average 
duration of the policies is under seven years. The Committee drew the . 
inference that the bulk of the business is done amongst a class of the 
public which insures the lives of its relations as a regular practice. The 
witness for the company did not dissent. But there is a further inference. 
The policies only average seven years’ duration which means that, after 
a while, the relations get tired of the gamble on the lives of the old 
people who do not die quick enough. 


The Lapsed Policy Scandal 

In the year 1913, in ten such offices added together 5,000,000 policies 
lapsed and of these nearly 4,000,000 were of one year duration or under. 
It is probable that the premiums paid on these lapsed policies amounted 
to £500,000, practically the whole of which must have been absorbed 
in new business charges—commission, fees, and so on. Apparently 
lapsing is worked by individuals called “special canvassers.” These 
gentry are well described in the report. Suffice it to say they are not 
employed by any particular company, they are not even retained by 
the company in whose name they are acting for the time being, and 
therefore they have no sense of responsibility to the prospective assured. 
The Committee suggest that they live on the misrepresentations they 
make. If so, have we not gaols ? 


The Prudential and the Refuge Companies 
The Committee suggest that it does not follow that, because the 
Collecting Societies pay the agents so well that a £10 collection is worth 
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from £200 to £300 cash down to the agents who holds it if he wishes to 
sell it, therefore the companies do better for the assured than the 
societies. This is because the companies have shareholders. The 
Prudential has a capital of £1,000,000, all of which, with a trifling 
exception on its institution, was paid up out-of profits derived from its 
policy holders. Before the war the shareholders took £600,000 a year 
dividends, and since the war £400,000 free of tax. As the tax is six 
shillings in the £ the new dividend, reduced as it is, means a charge of 
about £570,000 a year, on £1,000,000 capital, of, which less than £4,000 
was found by the shareholders out of their own pockets. The Committee 
tell us that the Refuge Company pays ample dividends on the share 
capital, 274 per cent. for 1918 on a capital of £300,000, mostly owned 
by the directors themselves, and, in addition, as directors’ fees (voted 
by the shareholders), directors’ salaries (voted by themselves), and 
salaries as officials (voted by them as directors), these gentlemen have 
been dividing between themselves £70,000 a year. It is only fair to say 
that the Collecting Societies are allowed to escape Income Tax and 
enjoy certain concessions as to Stamp Duties. 

The Report (Cd. 614 of 1920) may be obtained for 4d., and every line 
of it is worth reading by students of business and social economics. 
The Committee, like all sub-committees, is timid in its recommendations, 
which are confined to points of detail, useful and important no doubt, 
but ignoring the main question. Perhaps they felt that their statement 
of the facts made reconimendations futile. 


A Flagrant Evil: Suggestions for Reform 

_ We are of opinion that this great and flagrant evil requires a drastic 
remedy. It arises from competition carried to the limit in a limited 
field and continued after the field has been fully occupied. The Fire 
Insurance Companies, faced with a similar position when practically 
all the Fire Insurance in the world had been effected, adopted a tariff 
which, without eliminating the competitive system, eliminated many 
of its disastrous features. The indications are that a still closer union 
of these companies is in prospect. Amalgamations have been numerous 
and many more are in the air. The banks are slowly being reduced 
to five or six really powerful institutions, which are in constant touch 
with a view of eliminating waste. Why should not these Industrial 
Companies follow the example ? 

Our suggestion is that under regulation of Parliament, by a special 
Act, every one of these companies should combine into one Industrial 
Assurance Company, apportioning equitably the interest of the existing 
shareholders, whose dividend should, however, be limited to a reasonable 
sum in consideration of the monopoly that would be set up. Rates of 
premium should be approved by the Board of Trade, collections organised 
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so that in any one area of, say, 3,000 people, not more than one collector 
should collect, and 10 per cent. should be his maximum commission. 
The procurers of new business should not be burdened with collection, 
but should devote themselves wholly to business getting, each man 
having an area of, say, 10,000 people to work over. Remuneration to 
them should be by salary only, in which case a new premium income 
of £300 a year would justify a salary of £180 a year. Ifthe new premium 
obtained in any three months should be less than £60, the company 
may dismiss: the man and appoint another. For every £20 of new 
premium obtained, over and above £300 in any one year, there should 
be a bonus of, say, {8 to £10. It should be open to any existing employee 
to opt for the one occupation or the other. In practice, the good ones 
would act as new business procurers, the others as collectors. Obviously 
the result would be the gradual substitution of ordinary for industrial 
policies. Instead of 70,000 grousing and tricky men—tricky because 
in no other way can they live—we should have about 20,000 well-paid 
out-door officials of the great Assurance combine, a body issumg 
standardised policies at standardised rates greatly below those in present 
use, and free from the temptation of gambling in lives and cutting into 
each other’s business, with all the attendant lies about their rivals’ 
qualifications, or want of them. The very name of insurance agent is 
to-day a by-word and a reproach. * It is a case of competition run mad. 
It must and shall be stopped. 


~~ 


Co-Partnership and Profit-Sharing in Agriculture 


A® interesting scheme for the pe epee of co-partnership and profit-sharing 
to agriculture has been evolved y Lord Robert Cecil, as a result of conferences 
with leading Herts agriculturists, and he is placing it before his constituents in 
North Hertfordshire. Though the scheme was not accepted by all the agricul- 
turists present at the Conferences, they were unanimously of opinion that it would 
be of enormous advantage to the industry if uni adopted. 

As a concrete example of the working of the scheme, Lord Robert takes a farm 
of 300 acres. This, he says Tete ae eee he and annual interest on 
this, at 7 per cent, would be £315. The of the manager (the farmer), he 
puts at £260, and the labour bäi (nine men at about 47s. week each) would be 
£1,100 The total entitled to participate in the profits is thus £1, a8. If there 
was £167 10s. profit to be divided, this would de approximately 2s. in the £. 
Capital would receive £31 10s., management £26, and labour £110. On an average 
the men would receive about {12 4s. each, which is equivalent to an extra 4s. 8d. 


Lord Robert proposes that the landowner, because he is not a partner in the 
risks, should have no share in the profits. In cases where the farmer is also the 
owner of the land he would be entitled to a fair rent, representing a market rate 
on its capital value. 
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Factory Reconstruction 


By Aarsun F. WIOKaNDEN, A.M.Inst.0.B., A-R.I.B.A., P.A B.I. 


TE magic word of to-day is undoubtedly “ Reconstruction,” and 
on all sides plans are being laid for making good the ravages of 
the Great War. ` . 

Business men are hoping for a period of unexampled industrial 
activity, and are preparmg to meet that urgent demand for greater 
production so necessary if British firms are to be successful in the 
coming international trade struggle. 

Maximum production, however, will necessitate factory accommoda- 
tion that is skilfully designed, well built and efficiently equipped, and 
this in turn means that many of the factories in this country will need 
drastic reconstruction. One has only to visit some of the workshops 
of the large industrial cities of this country to be astounded at the 
incommodious and poorly equipped premises in which even firms of 
wide repute are housed; while the conditions under which numbers of 
employees work are, in spite of factory legislation, far from desirable. 

The successful building of a factery involves a close co-operation 
between the owners, the architects or engineers, and the builders. The 
designers and builders entrusted with the work should be experienced 
in the erection of industrial buildings and the owners should be able 
to give them well considered and detailed particulars of their special 
requirements at the early stages of the undertaking, avoiding as far as 
possible, continual changes of policy with consequent structural altera- 
tions which add to the cost of the buildings and frequently detract from 
the general arrangement. 

The main factors which call for attention in planning and constructing 
industrial works Inay be summarised -under the following headings : 
Site and General Lay Out ; Type of Buildings ; Construction; Lighting, 
Sanitation, Equipment, Welfare of Workers, Finance. 


(D Site and General Lay Out 

If entirely new works are contemplated, the outstanding considerations 
in site selection will be the proximity of railways, rivers, canals, good 
roads, for the purpose of transit of goods. Other points to remember 
are position and depth of sewers; gas and water mains; and electric 
cables for lighting and power; also the nature, of the ground for 
foundations. 

All these questions greatly affect the cost of any scheme. 

The main objective to be aimed at in arranging the general lay out 
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is that of so placing the various buildings and departments as to ensure 
the shortest and most advantageous transit of the material through 
the works with a view to economy of labour in handling ; and to enable 
the performance of the successive operations involved to be carried out 
in a systematic manner. It is most desirable also to make ample 
provision for the future growth of the undertaking so as to prevent a 
“patch-work ” factory of additions and extensions with disorganised 
plant which cannot be run with efficiency either as regards supervision 
or economical production. 


(2) Type of Buildings 

The type of buildings will necessarily depend upon the class of work 
for which they are required. In a light trade and where the maximum 
accommodation is desired from the available site, buildings of many 
storeys in height will be erected. 

On the other hand, where there is ample land or the trade is heavy, 
a single storey building will be more suitable. 

In many factories, of course, provision will need to be made for the 
special requirements of particular work, as, for example, large coal 
pockets, grain silos and elevators, heavy presses and similar plant, 
which will to a very great extent govern the planning of the shopping. 


(3) Construction 

The form of construction is a most important consideration. 
Probably the most economical and efficient type of erection from the 
points of view of floor space, thickness of walls, lighting, fire-resistance, 
and maintenance, is that of the framed building of steel or reinforced 
concrete, with filling panels of brickwork or concrete slabs. The roofs 
will consist of either series of small span ‘“‘ Northern-light ” trusses, or 
the machine shop type with wide spans, giving plenty of uninterrupted 
working space. Unless, however, required by special conditions, long 
spans are best avoided. 

‘All internal partitions should be of light blocks or sheets of incom- 
bustible material, so as to enable re-arrangements to be effected without 
undue cost or inconvenience. 


(4) Lighting 

In the matter of lighting, the factory of to-day is very different 
from that in which the manufacturing activities of our forefathers were 
performed. Steel sashes replace the old heavy wooden sashes and 
frames, and in up-to-date works nearly the entire surface of the walls 
consists of glass. 

Excellent uniform lighting is obtained by the adoption of saw-tooth 
roofing, glazed on the north side of the ridge. Daylight is much more 
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conducive to good workmanship fhan the best artificial lighting, and a, 
heavy gas or electric light bill is a serious leakage of profit. 


(5) Sanitation 

Sanitation in its widest application is of the utmost value in industrial 
works. Heating and ventilation of all workshops must be scientifically 
arranged. The provision and planning of sanitary conveniences should 
receive very careful attention and, apart from compliance with the 
regulations of the Factory Act, every effort should be made to ensure 
that the sanitation of the factory is of the highest order, a state of affairs 
“which has such far reaching effects where large numbers are employed. 
Roomy hat and coat lobbies and plenty of washing facilities are most 
advantageous. 


(6) Equipment 

The question of general mechanical equipment is outside the scope 
of this article, but details of structural equipment such as elevators, 
works railways, overhead runways and travellers, departmental commu- 
nication, and fire prevention appliances, together with all special fittings 
which affect the building operations, should be decided upon at the 
initial stages of the work, so as to be embodied in the scheme as a whole. 


(7) Welfare of Workers 

It is becoming increasingly recognised that the provision of comfort- 
able mess and recreation rooms for male and female workers is good 
policy, particularly in districts where the outside catering service is 
unsatisfactory. It has been found that even in works of moderate size 
these facilities result in the saving of valuable time, admit of a better 
supervision of employees, and are productive of a spirit of contentment 
and fraternity amongst the workers. 


(8) Finance 

In dealing with the financial side of industrial building schemes, the 
promoters will do well to remember that in the erection of the modern 
factory, true economy is only attained by adopting every known improve- 
ment that will aid production. The undue limiting of initial outlay 
often resalts in the erection of inferior buildings upon which the 
subsequent maintenance charges are heavy. 

In conclusion, let it be urged that the subject of external design 
-~ deserves more attention than it is usually given. 

There is no valid reason why an industrial building should be devoid 
of beauty. The attractive appearance of a factory is the source of 
continual free advertisement and, therefore, any slight increase of cost 
occasioned by external architectural treatment is amply repaid. 

P 140 





Enormous scoonomies are possible by pooling the office typists. Every business head 
should read this artiols. 





Centralisation or Pooling of Shorthand 
Typing 


By W. Dessonovan, F.0.I1. 
T= cost to a large concern of the shorthand typing group of the © 
staff is very considerable, and it has been found that this cost is 
increasing out of all proportion to the amount of business done by the 
firm. The general tendency of commerce is to require more and more 
“ paper ” work to be done, and it is also justly considered that admin- 
istrative officers, and indeed all the staff, should use the pen as little as 
possible. Apart from increased activities of the firm the demand for 
shorthand and typing work is bound to be a rising cost, and this part 
of the machinery of a commercial house already figures very high. 


Consideration of Existing Arrangements 

It is desirable, therefore, to consider the existing arrangements for 
this work in order to reduce the costs as much as possible. In many 
offices the typing group is being increased every day, but the foundations 
on which the additions are being built are precisely the same as those 
that existed when the amount of the work was small. When shorthand 
typists were first introduced into commerce they were few in number 
and consequently were assigned to the heads of the concern; and as 
their introduction has proceeded so they have been allocated to the 
work of particular men with the result that in many large concerns all 
the girls work for certain men or in watertight compartments. When 
each officer is able to keep the girl fully employed on every day this 
arrangement is undoubtedly sound, but an investigation into the work 
of the average personal shorthand typist will demonstrate very clearly 
that often she has only a few hours work a day, and fills in her time 
with a little ‘phoning, filing or seeing to her own affairs. The arrange- 
ment then becomes not only uneconomical but undesirable. When a 
more economical arrangement of the staff is suggested the men to whom 
these girls are attached may argue that it is very convenient to have 
the services of the stenographer at the moment they wish; they may 
claim that the girl is fully employed, but an inspection of her note-book 
or record of output will probably refute this ; they may say that she does 
all the filing, but this may amount to half-an-hour’s work a day or is 
work that should be done by the filing department ; they may say that ` 
their work is technical and that no one else could do it, but when the 
girl is sick or on leave someone else does it; they may say that the 
work is confidential, for everyone usually considers that his work is the 
most secret in the firm; every conceivable argument to retain the 
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girl’s services will be offered. But the head of the firm must weigh 
all these considerations very carefully, for if the girl is not fully employed, 
and comparatively few are when attached to a particular man, he must 
be satisfied that material reasons obtain for providing that the services 
of the girl are limited to one or more officers. It is impossible to dogmatise 
on this subject, but it is often very difficult for a business man to justify 
the services of a personal shorthand typist. 

It is unreasonable to expect a responsible member of the staff to 
be continually concerned as to whether his stenographer has sufficient 
work to do; and further when he is attending meetings, travelling, 
or taking leave he cannot always provide for her work in his absence. 


Advantages of Pooling to the Business . 

There is undoubtedly a growing tendency in large offices to centralise 
the shorthand typing group of the staff. It is considered that this 
“pooling” of the staff produces the greatest economy in the cost of 
typewriting, and also effects a great saving in accommodation and 
machines (see tables below). Further, by the division of labour the 
“pooled” staff is able to deal expeditiously with pressure from any 
particular officer or department since the staff is more mobile. The 
stenographers partly by reason of the fact that their work is more varied, 
and partly because the spirit of rivalry is fostered, become more proficient 
and efficient. 

The advantages of centralisation may be set out briefly under the 
following heads— 

(a) Economy of staff, accommodation and equipment. 

(b) Capacity to cope with rushes of work. 

Equal distribution of work, thus avoiding the dislocation of 
the arrangements which eventuate when pressure of work arises in any 
particular department. 

(d) The “fall ” of the work for the whole organisation will be more 
constant than for an officer or branch. 

(e) Overtime will be eliminated (by late rotas of duty if TE 

(f) Well-trained and efficient shorthand typists will be available for 
promotions to posts of secretaries, supervisors, etc. 

(£) The display, etc., of the work will be standardised throughout 
the concern. 

(h) The first-class stenographers will be employed almost solely on 
the work for which they are paid, and minor copying jobs, etc., will be 
performed by juniors. l 

(+) By providing that certain girls always work for particular officers 
the personal objections are disposed of. 

(7) The work of a pool is not hampered to any extent by the normal 
incidence of sickness, leave and resignations. 
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It is recognised, however, that many factors may obtain which 
preclude the centralisation of the typing staff. The principal objection 
is generally the “geography” of the building. In these cases some 
modification of centralisation may be possible by pooling for each 
department, floor or building. In other cases it is possible to centralise 
if a few “ pockets ” of shorthand staff are assigned to particular groups 
of officers or parts of the building. In very large offices it will almost 
invariably be found necessary to centralise by constituting a number 
of pools. Further, it is always possible to arrange that the girls in a 
pool are assigned to particular officers so that an officer will always 
have the first claim on a particular stenographer, but when he is not busy 
she can be employed profitably on the general work of the pool or 
assisting other girls who are pressed. This proviso to pooling is frequently 
overlooked, but it not only forms the “ best card ” in favour of centralisa- 
tion by disposing effectually of many objections, but also works to the 
advantage of the firm and to the satisfaction of the girls. 


Advantages to the Stenographers 

A certain amount of antagonism is generally shown by personal 
shorthand typists to centralisation, for they say it is opposed to the 
personal element in the work and they may be precluded from doing 
only and solely the work of one mdividual. They further argue that 
pooling eliminates initiative and responsibility. The work of a steno- 
grapher tends to become very monotonous if it is not varied, and it is 
highly desirable that her work should be varied, for apart from the fact 
that the monotony is thereby alleviated her general efficiency is 
considerably enhanced. It must be remembered that the stenographer 
who is able to perform efficiently and at high speeds the work of one 
particular man only is of less value than the operator who can take all 
classes of work at lower speeds. Specialisation in general is to be 
commended, but this matter must be regarded from the point of view 
of the firm, for if only one shorthand typist can do the work of one 
particular man, what will happen in cases of sickness or rush of work ? 
Centralisation also ensures that the work is tolerably well distributed, 
and that the anomalies now often existing as regards the amount of 
work performed by girls in the same office for the same salary will be 
removed. Every shorthand typist through gaining a wider knowledge 
of the business will be more efficient. By working in a “ pool” a girl 
comes up against competition which proves a strong incentive for better 
work and higher speeds, and working with a number of girls develops 
an esprit de corps. 

Individuality is by no means killed if efficient centralisation is 
carried out. When a secretary is required in any department of the 
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firm, application will be made to the head of the pool for the most 
efficient girl, or'a chief may recommend one of the girls from the pool 
who is now doing his work particularly well. A further advantage, 
particularly to stenographers who continue in business as a career, is 
that centralisation creates supervising posts that form openings for 
promotion that do not exist under the old arrangement. In the natural 
incidence of things these posts will fall vacant tolerably frequently and 
will be given to the most efficient shorthand typists, providing they 
possess organising and disciplinary abilities. 


Supervision 

It is imperative that a competent head should be in charge of the 
pool, for the success and efficiency of the branch will depend in a pre- 
eminent degree on the practical knowledge, organising and disciplinary 
powers, initiative and responsibility of that person. The head should 
possess a thorough knowledge of display, and should give instructions 
when necessary as to the correct “setting out ” of any particular job. 
Display forms an important branch of the work, since it frequently 
enables matter to be completely re-arranged with a saving of labour 
and paper, as well as producing the work in a more legible and pleasing 
manner. 

The girls will need to be trained and “ house ” rules can be formulated 
as to the correct style, arrangement, etc., that all work should take. 


Organisation of Pools 

The organisation is of paramount importance, for in the natural 
order of things the work will fluctuate and the expediency and success 
of centralisation depend to a‘ great extent on the ability to cope with 
rushes of work. If the office is divided into, say, six pools, some 
co-ordinating arrangement must exist whereby assistance can be given 
by other pools to a pool that is pressed with work. “Service” to the 
officers must never be refused, and work must never be allowed to get 
into arrears. In most offices the bulk of the work comes late in the 
day, and with the personal shorthand typist this often means that the 
girl has to stay late in order to finish her work. This practice, however, 
which is now much too common, is unfair to the girls, for if a reasonable 
day’s work is done it is not only just but desirable that the girls should 
be able to leave at their specified time. Under “pooling” this is 
possible, for a rota of late duties can be arranged so that a staff is always 
available between, say, 6 and 7 o’clock to finish up the work of those 
who leave at 6 and to give a service to those men who stay late. Some 
form of record of output of work should be kept, and weekly figures 
posted up; this will often increase the individual efficiency by 25 per 
cent. The record will also enable the supervisor to gauge each girl’s 

: 144 








Pooling of Shorthand Typing 


capabilities and should be referred to when promotions, increases of 
salary, re-gradings, etc., are being considered. 


The Advantages and Economies of Pooling 

When pooling is effectively carried out the magnitude of the economy 
is very great. It is impossible to indicate the probable value of the 
economy in general terms for every case differs, but the following illus- 
tration and the accompanying tables demonstrate very clearly the saving 
that can be effected. In a certain office the typing staff consisted of— 


Personal : 
Shorthand Copying No. of Total 
Typists. Typists Rooms Area 
101 26 39 11,080 
127 


By a thorough re-organisation of the office, and pooling the whole 
typing staff, with the exception of those of the directorate and secretary, 
the numbers were reduced to— 


Personal 
Shorthand Shorthand Copying No. of Total 
Typists Typists Typista. Rooms Area. 
5 64 15 8 5,250 
af 





The saving in staff was, therefore, 43, which approximately saved 
£5,000 per annum. But in addition, owing to the re-arrangement of 
the rooms, it was possible to relinquish a wing of the building, saving 
£1,000 per annum in rent; and 43 typewriters were sold. The net 
annual saving of pooling in this one office was, therefore, over £6,000. 


TABLE I—DISTRIBUTION OF TYPING STAFF BEFORE POOLING 

















No of No of 
DEPARTMENT Personal Copying No. of Floor Space 
Shorthand Typists. Rooms Occupied 
Typists. . 
Directorate— Sq ft. 
Mr. A. 1 - 
Mr B | 1 z } 4 o 
Mr.C . 1 - 
Mr.D . 1 - 1 310 
Secretary 1 - 
A. Dept. 6 2 3 820 
B. Dept. 10 5° 4 1,130 
C. Dept. 6 1 2 525 
D Dept. 12 3 4 1,280 
E. Dept. 11 4 5 1,260 
F. Dept. 22 5 8 2,275 
G. Dept. 14 3 5 1,320 
H. Dept. 15 3 8 1,910 
Total 101 28 39 11,080 
127 
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Tase II1.—DISTRIBUTION OF TYPING STAFF AFTER POOLING 




















No. of. No. of No. of 
DEPARTMENT. Personal Shorthand Copying No of Floor Space 
Sharthand Typists. Typists. Rooms, + Occupied. 
T ; 
Sq ft. 
Directorate . 5 — - 2 560 
Pool No 1. - 12 3 1 860 
non 2. - 11 4 1 880 
wo ow 8. a 20 4 2 1,480 
ee - 21 4 2 1,490 
Total 5 64 15 8 | 5,250 
84 














and E Depts—Ground Floor 
and i . 
and F Depts.—Second 
and s 


It would not be reasonable to postulate that shorthand typing work 
in all offices should be centralised irrespective of other considerations, 
but as has been shown above it is a question of business organisation 
that should be considered seriously by the heads of all concerns. 





: “Toc. H.” in London 


TE magnificent work of Talbot House at Poperinghe—'' Toc. H.” as it was 
affectionately dubbed by the troops—will be familiar to most of those 
who carry memories of the Ypres salient. Talbot House is again carrying 
on its beneficent work amongst old and new membera in London, but it 13 handi- 
capped by totally insufficient accommodation. A scheme to provide the soldiers’ 
home with proper quarters as a forme of memorial to the gallant dead has therefore 
been floated under influential auspices, and the Padré, the Rev. P B Clayton, 
M.C, F.S A, is appealing for subscriptions from old members and any of those 
who remember with gratitude its work in the past. We feel sure he will not 
a in vain. Donations should be sent to him at “Toc H.” Offices, Effingham 
onse, Arundel Street, Strand. 
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A bright, readable article specially written to show how the benefits of up-to-date 
; analytical business methods may be realised by ths “ small man.” 





Modem Accounting and Small 
Undertakings 


By Grorar M. Ootron, C.A. (Edin.) 


THERE is a hoary Scottish clerical joke concerning the preacher 

who could always be sure, in emergency, of making due effect by 
the rhetorical use of “that blessed word ‘ Mesopotamia. ” A modern 
analogy in the sphere of accounting is the specialist iteration of “that 
blessed word ‘System.’ ” One would think, having perused the adver- 
tisements, articles, and correspondence of business and professional 
magazines, that here was a new kind of intellectual pill which was to 
effect revolution in the internal organisation of every trade or pro- 
ductive occupation in the present-day community. And there are 
pictures, too, since we know that each tells a story. Even Depart- 
ments of the State, not as a rule eager to grasp at anything novel or 
anything galling for cerebration to a marked degree, have been built 
up, or are being built up, in respect of their accounting, on a series of 
much laboured paper systems. The Iucubrations of the periodical 
Press, whether the authors pay or-are paid for them, make stimulating 
reading, and ring up the curtain on a fair prospect of activity where 
mind dominates and matter (to say nothing of ordinary men and 
women) is subjected. You just have to press a button, as it were, and 
your supposed chaos becomes order, your assumed incompetence is 
transformed into efficiency. 


System may be an Irritant 

Now, System is not a panacea. It is nòt even, unconditionally, 
a palliative or a partial remedy. It may, indeed, prove to be an 
irritant or actually an added ill 

A prescription of three months at Nice for a debilitated cab-driver 
will not help the patient: not because it is not a suitable cure, but 
- because he cannot take it. In the same way, one cannot conscientiously 
recommend skipping exercises for a man with a fractured tibia. System, 
in order to be of any service, must be reasonably workable, and human 
beings must be available who are capable of working it. Above all, 
there must be prejudice in its favour, cultivated and propagated by 
those responsible for its adoption, and not prejudice against it, with 
resultant “crabbing ’’—conscious or sub-conscious. If subordinates can 
be permitted to visualize the whole structure and the place at which 
their parts fit in, the obstacles raised by innate dislike of change are 
more easily negotiated. 
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Small Producers and ‘ Form Fanatics ” 

There can be no doubt that there is a very large number of owners 
of small producing businesses who have heard the word and have passed 
by on the other side. Too much involved in the day-to-day struggle— 
a personal struggle—with unorganised detail, and too easily satisfied 
with the crudely synthetic practices to which they have fallen heir, the 
creations of the “form fanatics” but serve to confirm their worst fears. 
They sheer off with much head-shaking and “ carry on.” 

There must be a still larger number of such small and personally 
conducted businesses whose proprietors do not know of the promised 
land and have not had the distant glimpse of it which others have 
enjoyed. They, too, in the bliss of ignorance, preserve, the succession 
in ancient methods. 

Both classes are quite pleased if at the end of their fiscal year they 
show, or are shown, an amorphous lump of credit which is called “ profit.” 
Similar lumps (of debit) called “ loss ” may be produced, but the same 
comment applies to both, namely, that though the “ how ” may in a 
sense be there, the “ why” is not apparent. 

Would system, as preached and as puffed, help? 

To the great manufacturing concern with capital and credit at 
command, as well as the pick of the trained population for its accounting 
staffs, system makes an irresistible appeal. Those with the capacity 
to see half-a-crown behind a sixpence must necessarily, in order to 
achieve the half-crown, possess the sixpence ; and departmental organisa- 
tion with interlocking arrangements, culminating in the skilled treatment 
of results by the chief accountant, are relatively small matters to such. 
The use of routine forms for mternal record and check becomes com- 
paratively easy where there can be a specialist in control and many 


sub-specialists in co-operation. 


What the Small Man can Do 

For the small man, however, such things are not to be thought of— 
at least not in business hours. What, therefore, can he do who, 
realising that analytical methods have come to stay, desires to throw 
off the “old man” and to obtain, in supplement of effect as exhibited 
in his traditional trading account, a reasoned demonstration of cause. 

A handicap in favour of the small man (and the term includes the 
average private company) is his very smallness, since he himself can 
exercise a more comprehensive supervision of all the parts of the under- 
taking. In many cases, indeed, the concern is accommodated, depart- 
mentally, under the owner’s hat. The number of those to whom he 
must entrust certain matters is not unwieldy, and he maintains per- 
sonal relations with them all the time. This means that errors will 
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be largely his own, or, in the case of the private company, usually those 
of the person with the greatest financial interest—a stimulus of no 
mean strength. 


The Irreducible Minimum of Principle 


The conscientious tracking of material from the moment it is ordered 
in, to the moment when, in its finished condition, it is ordered out, is 
of the essence of the matter. There must, therefore, be accounting for 
Stores. In addition, however, to folowing the movement of material, 
it must be known what is done to it and with it, and, no less, with what 
that is done. Herein is the root of costing. In the first case, con- 
sumption as distinct from purchases must be got at ; and, in the second 
case, direct labour must be separated from indirect and general labour, 
while material (including implements and tools) used in the process 
must be recorded. Our hypothetical small man must make up his 
mind to swallow an irreducible minimum of principle before he can 
begin to feel better; and he has to realise that before he can, on a 
secure basis of cost, estimate work to be done, he has to classify on that 
basis work that has been done. Here he may very well go wrong, 
since, as a rule, the traditional nominal ledger (which reflects“only 
external relations) ignores the new principle by omitting the provision 
of a set of accounts which reflect internal relations. In other words, 
the finishing touch in system is the focussing of store and cost accounting 
in the manufacturing account. He may or may not become sufficiently 
enthusiastié to sweep the expense element into the system; but at all 
events let him, in addition to knowing the prime cost of each article, 
be aware of the prime cost of all the articles. 

It is not impossible so to modify the ramifications and interactions 
of a “ paper ” system as to suit the capacity—both mental and financial 
—of small businesses. Let it, however, be fairly understood that there 
are in all systems essential elements to whittle at which can only mean 
exasperation and failure. Any reform, to be of real use, must involve 
more clerical work. This has to be concentrated on recording pur- 
chases, consumption, and stocks, each “tied up” with the other and 
the second linked to output, as well as on discrimination between pro- 
ductive and non-productive labour. As to oncost, in most cases a 
remodelling of the headings of the traditional trading account and a 
re-grouping of classes of expense, will provide sufficient information ; 
but if the craze really grows, there is no end to the refinements and 
niceties of accountimg-open to the man who is infected. Whether, for 
the small owner, these‘are of service valuable in proportion to the 
trouble and expense is another matter. 
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How Psychology Helps the Advertiser 


By Frank Warts, M.A., Lecturer in Psychology, University of Manchester, 
and in the Dept. of Industrial Administration, Manchester College of Technology. 


The General Principles of Publicity 


Re ee were originally employed, as the derivation 

of the word suggests, to warn those who might be cancerned of 
the approach of events in which they were interested. But, like the 
famous invitations to the Marriage Supper, they were often ignored. 
Therefore, to-day, in place of the gentle reminder which was wont to 
come unobtrusively to notice, we have the whole community of busi- 
ness men pouring out into the highways and the by-ways of civilisation 
intent upon the purpose of compelling us all to come in and share— 
at our own expense—the great feast which modern industry has 
prepared for us. 

The excuse of the psychologist for showing interest in this errand 
of persuasion, which is not everywhere favourably regarded, is that 
the problems created by our present methods of advertising bristle 
with points of direct concern to him. Many of the devices of the best 
advertisers display an uncanny acquaintance with the nature of human 
motivation, but often the skill displayed in this direction is like the 
seemingly amazing instinctive skill of the higher insects: though it is 
apparently perfect in its general quality, there occasionally occur faults 
in the form of its manifestations which prove fatal to its underlymg 
purpose. Obviously those who are in charge of a big business cannot 
afford to make serious mistakes in their advertisement campaigns, since 
these necessitate a big expenditure of time and money, and may fre- 
quently involve what is worse—a severe loss of prestige. In recent 
years there has consequently been developed a universal search on the 
part of the advertisers for the general principles which should guide 
them in their practice; so that advertising is on the way to becoming 
a science. 


The Advertiser in the Laboratory 

It is in the psychological laboratory that the advertiser will best 
be able to conduct his research, since it is the psychologist’s work to 
study the varied manifestations of stimulus and reaction, of appeal 
and response. It is there that we shall be able to work out the con- 
ditions of successful appeal; that is, to investigate the most economic 
methods of catching and holding attention, of creating interest and 
awakening feelings of a pleasant kind, and of pfovoking responses of a 
predetermined nature. It may be said that the business expert who 
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knows his work has already discovered methods of measuring the com- 
parative effect and cost of his individual advertisements, and the extent 
of his financial returns from them; but he has not been able to isolate 
readily, if at all, the separate features of a single complex ‘advertise- 
ment for the purpose of determining the relative “ pulling” power 
of each. 


How We Respond to Advertising Appeal 

Advertisements are special instances of the phenomena of stimulus 
and reaction already mentioned. It will accordingly be necessary for 
the advertiser at the outset of his apprenticeship to study such 
phenomena in a general way. It will be agreed that as civilisation and 
life become more and more complex in their structure and ramifications, 
the possible range of adequate appeals to hunian attention and of 
effective responses to them increases. We speak of the simplest type 
of stimulus and reaction as it is seen, for example, in the lowliest 
organisms as a reflex, a type of activity which does not involve the 
appearance of consciousness. It is represented in man by such activi- 
ties as sneezing, coughing, winking, and other similar mechanisms of 
adjustment. In the higher organisms it is possible to evoke a response 
which is more obviously mental in its implications; such a response 
is the instinctive emotional response which has become standardised 
through the long experience of the race. This response may easily 
become the most certain and effective of all responses, and it is usually 
of such electric intensity and decision that the appeal which calls it 
forth is often spoken of as the short-ctrcwtt appeal. This emotional 
type of response is common to man and the higher animals, and calls 
for a minimum at least of conscious attention. But there is also a 
third type of response more distinctively human in character which 
we may speak of as the reasoned response ; it is called forth by the 
long-circutt appeal. This appeal solicits primarily not crude unreason- 
ing feeling, but a full measure of consciousness and of careful delibera- 
tion and judgment. These different types of activity are all shown at 
one time or another in connection with advertisement appeals. 

Physiologically, the reflex involves the functioning of “arcs ”. of 
the spinal level; the instinctive emotional response necessitates the 
functioning of the lower brain (the cerebellum, medulla, etc.); while 
the reasoned response calls the cerebral cortex into play. 

An advertisement, then, may bring any one of these responses into 
action; but, as a general rule, the more mechanical the stimulus (t.c., 
the less consciousness is demanded in an appeal), the less effective will be 
the response. By purely mechanical means we may attract the fickle 
attention, but we cannot hold it except with the greatest efforts. 
Memorisation here, in so far as it occurs, depends on the primacy, 
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recency, frequency, or vividness of impressions. Naturally the ideal 
advertisement will contain all three elements of appeal, necessitating 
not only the mechanical, but also the instinctive and the reasoned, 
responses—all balanced in the surest manner. 


Mechanical Incentives to Attention 

It would seem to be the function of the mechanical incentive Stih 
sets up the almost pure reflex type of response to attract instal atten- 
tion. Perhaps the commonest form of stimulus capable of attracting 
attention mechanically, and not on account of its intrinsic interest, 
takes the form of moton. We cannot resist the tendency to turn our 
eyes towards moving objects. which appear in the field of vision. For 
example, one always finds that the biggest crowds stop in front of the 
shop-windows which show something that “works.” Similarly, the 
sky-signs at night, with their numerous lamps which successively flash 
out and disappear, thus giving an illusion of motion, attract attention 
sooner than the static lights of neighbouring windows. 

In the latter case, however, there are frequently involved two other 
mechanical mcentives: contrast. and tntensty. Other things being 
equal, the stimulus which obtrudes itself upon the attention with the 
greatest intensity wins the greatest degree of conscious notice, so that 
the most brilliantly Uluminated shop windows and the loudest noises 
usually ensure the most direct response in the way of attention. 
Similar effects are produced by sharp contrasts between light and dark- 
ness, aS in the winking night-announcements of the streets; and in 
such effects as are contrived through the pictures usually entitled 
“before and after use,” which are intended to advertise patent 
medicines, pills, and ointments. 


The Weber-Fechner Law 


The size of the printed advertisement is another important 
mechanical factor which has received careful attention from the 
experts. It has been frequently pointed out that the first advantage 
which an increase of size gives is that of enabling the advertiser to 
include in his space pictorial and other appeals which cannot be easily 
introduced into smaller spaces. If the content of the advertisement, 
however, remains the same, whether it is reproduced on a large or a 
small scale, then it would appear from the results of actual experiments 
that the Weber-Fechner psychophysical law holds good in this con- 
nection, which means that the effect increases, not in direct proportion 
to the size employed, but in proportion to the square root of the size. 
That is to say, four quarter-page advertisements will be much more 
effective when used successively than a full-page advertisement appear- 
ing once and containing exactly the same matter. Other things being 
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equal, then repetition on a small scale is more economical than a single 
splash of mere size. Here “ mony a mickle ” makes more than “ a muckle.” 

A further mechanical method of catching the attention depends 
upon the utilisation of the best available postions or time for one’s 
announcements, and of the best use of the best positions and times. 
To deal with the latter point first. If the idea which ought to receive the 
most attention is made to stand apart from the rest of the advertisement 
matter, then it will naturally attract attention to itself. As regards 
the former point, it has been found in the case of magazines which 
contain numerous advertisements, both before and after the reading 
matter, that not all the pages are of equal attraction value. In fact, 
it has been” experimentally demonstrated that advertisements in. the 
front section are more likely to attract attention than those in the 
end section; but that the best pages of all from the point of view of 
attraction value are those immediately before and after the reading 
matter and those forming the covers. It has also been shown that 
advertisements which appear on the upper halves of pages are more 
effective than those which appear on the lower halves. One inves- 
tigator, Starch, found that their comparative effects were in the 
proportion of 69 per cent. to 31 per cent. In the daily newspaper, the 
best positions are the front pages and space immediately next to the 
column in which the principal leading article appears. 


How to Hold the Attention 

A closer psychological study of the attention processes will reveal 
the fact that merely to attract the attention is not enough if we wish 
to fix impressions. In addition to the foregoing means of catching 
attention, we must devise means of holding the attention when it has 
been caught. Most of the devices for holding the attention may be 
summed up as interest devices. Good interest devices are able both to 
catch the ‘attention and to hold it when once it had been caught. 
The principal interest devices may be summed up as involving +Hustra- 
ttions—especially of life situations; sovelty, which appeals to the 
instinct of curiosity ; comécalsty ; and colour. 

There are many persons to whom illustrations are a necessity, since 
they are without the power to visualise anything which is at all com- 
plex. Yet many illustrations which appear in the advertisements of 
to-day are not at all relevant to their intended purpose. That is to 
say, we may recall some really good illustrations without remembering 
in the slightest degree the connection in which they were employed. 


Value of Colour Illustrations 
Illustrations, as might be expected, “pull” best when in colour. 
Business men have been known to say that they sell more articles of 
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the kind that has been represented in colour in their catalogues than 
of that which has been represented in black and white: in one case, 
fifteen times as many were sold. In this connection, it is interesting 
to note that an American investigator, Wissler, has declared from the 
statistics which he has obtained in psychological experiment, that our 
colour preferences vary with age and education in a definitely uniform 
manner, that savages and young children delight most in reds and 
yellows ; while educated adults prefer colours nearer to the blue-violet 
end of the spectrum. Recently the writer found, on going through a 
wholesale druggist’s store, that two kinds of brilliantine were being 
prepared from the same solutions, their only difference being that one 
was given a yellow and the other a green tint. It had been discovered 
that the green variety sold much better than the yellow variety. Conse- 
quently, those who prefer the green are now. charged 4d. more per 
bottle than those whose colour-sense is less matured. 


Uses of Novelty and Humour 


Tlustrations may embody the incentives to continued attention 
of novelty and comicakty. Many novel illustrations, as, for example, 
illusions of shape and size, may be used with great effect by capable 
artists. A series of novel illustrations recently brought out the virtue 
of a particular shaving soap in the following manner: The first picture 
showed a stick of the soap which had been left under a slowly-dripping 
bath-room water tap. The other pictures showed the gradual rise and 
spread of the lather which poured out of the bath-room and invaded 
the rest of the house, overtaking and engulfing all who happened to be 
in its path. The last picture of the series showed the lather foaming 
through the windows and out of the chimney-pots, with the local fire 
brigade in action. Other novelties may take the form of puzzles and 
toys, or of shop-window models which perform the actions of human 
beings or animals. 

With regard to the comtc factor, it is often discovered that an 
ill-conceived joke does more harm than good when it is embodied in 
an advertisement, especially if the joke is obtained at the expense of 
the reader to whom the appeal is being made. For example, puns and 
play with the.meanings of words may lead the reader to give his atten- 
tion to what otherwise might never attract him; but when he finds 
that he has been fooled, his attitude to the commodity advertised will 
be the reverse of favourable. As an instance of successful comic appeal, 
one might quote the classic advertisement: “Two years ago I used 
your soap, since when I have used no other.” 


(To be continued) 
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Curent Transportation Problems 
By Guo. B. Lissanpan, Author of “ Industrial Traffie Managemeni,”’ eto., eto. 


No. 7. Rates and Conditions for Extraordinary Traffic 


| ues there has been a number of prolonged disputes between 

certain firms and the railway companies as to the rates applicable 
to articles of exceptional length, bulk, or weight, in view of which fact 
it may be useful to consider what are the rules and regulations governing 
this class of traffic, and then to review some of the test cases where 
consignments of this kind have been concerned. 


What the. Law Says 

To þegin with, Part IV of the Railway Rates and Charges Order 
Confirmation Acts, 1891 and 1892, provides that for certain goods, that 
is to say, the following— 

For articles of unusual length, bulk or weight, or of exceptional bulk in 
proportion to weight; 

For articles requyring an exceptional truck, or more than one truck, or a special 
train; 

- For locomotive engines and tenders, and railway vehicles running on their own 
wheels; 

For any wild beast, or any large animal not otherwise provided far; 

For dangerous goods; 

For specie, bullion, or precious stones, 
+ For any accommodation or services provided or rendered by the company 
within the scope of their undertaking by the desire of a trader, and in réspect of 
which no provisions are made by thus schedule; 
the railway companies may charge such reasonable sum as they think 
fit in each case; although the above provisions do not apply to pieces 
of timber weighing less than four tons each, but for all such timber 
when requiring two or more wagons for conveyance a minimum charge 
may be made as for one ton for each wagon. used, whether carrying 
part of the load or used as a safety wagon only. 


Some Test Cases 

In the case of London and North Western Railway v. Johnson, which 
came before the Newcastle County Court in.February, 1914, the railway 
company sued for {1 15s. 4d., balance of charges for the carriage of an 
anvil block weighing 13 tons 5 cwt. from St. Helens to Newcastle. 
According to the rate book, so it was said, the full charge per ton was 
18s. 4d., and the owner’s risk rate was 13s. 4d. per ton, and in this case 
the rate of 13s. 4d., plus one-fifth was charged. The defendant objected 
to the additional charge, contending that as an asterisk was not shown 
against the entry for “anvil blocks ” in the railway companies’ general 
classification of goods, indicating that these articles were subject to 
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special arrangement when of exceptional weight, etc., as in the case 
of the entry for anvils, the correct rate was the Class C without any 
addition. He also contended that an anvil block of this weight was not 
“ unusual,” and he had not previously been charged any addition to the 
rate, but did not produce evidence to support this statement. 

The solicitor for the company showed that under Section IV of the 
Act of 1891, quoted above, the company had the right to charge a 
reasonable extra sum for articles of “‘ unusual” length, bulk, or weight. 
The “unusual,” he said, did not apply to “unusual” in the trade, 
but to “unusual” on the railway. For instance, a 60 ft. ladder or a 
100-ton gun was “ usual” in the trade, but not on the railway. No 
case exactly the same as this had ever been before the Courts, but the 
question of a reasonable charge had been before the House of Lords in 
a case of the Midland Ratlway Company v. Myers, Rose and Company, 
and it was then held that “reasonable” had to be interpreted by an 
_ ordinary tribunal when there was a dispute. His client’s charge, he 
contended, was reasonable, because all the railways, ever since 1867 
had made a basis rate of charges. Up to ten tons was regarded as 
“usual” ; above that, ten to fifteen tons was charged one-fifth more, 
and fifteen to twenty tons one-third more, and so on. These rates had 
never been previously disputed. To show that the anvil block of over 
thirteen tons was not usual railway traffic, the company’s solicitor 
said a record was kept on the North Eastern Railway in January last, 
and 135 articles were found to be carried of over ten tons, their average 
weight being eighteen tons, this meaning that out of every 10,000 tons 
of ordinary merchandise carried sixteen tons came into this class. In 
this case a forty-ton trolley had to be used, as an ordinary wagon could 
not get into the works, and the anvil block had to be carried all the way 
to Newcastle on it by the slowest class of goods train. In addition 
to the extra cost of building such a wagon, its journey took much longer, 
fourteen days on the average, compared with the five days of the ordinary 
wagon, and as a matter of fact the cost of using it was just about double 
that of using an ordinary wagon. 

His Honour gave judgment for the plaintiffs and refused leave to 
appeal. He held that the weight at which additional charges were made 
by the railway companies was a reasonable one, and he further held that 
the reasonableness of the amount of such charges had been amply proved. 

Another case of a similar kind—though one in which a railway 
company was only indirectly concerned—was London Welsh S.S. Company 
v. Slingsby, tried in the City of London Court in November, 1915. Here 
the plaintiffs sought to recover the sum of £1 10s. 1d., balance of freight 
due for the carriage of extension ladders. The defence was that the 
plaintiffs had from time to time delivered similar goods for the defendant 
, only charging freight for the actual weight of them, and therefore in the 
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absence of any agreement were not entitled to charge a minimum rate 
for one ton of £1 10s. for the goods delivered, the weight of which was 
only 2 cwt. 16 1b. Plaintiff's counsel, said that they carried the goods 
from London to Ferndale, Glamorganshire, for the defendant. No 
freight was charged at all. Plaintiffs carried the goods from London 
to Cardiff by water and then transferred them by rail where they were 
taken to Ferndale. The railway company would have charged 77s. 8d. 
if the goods had gone by rail all the way. The rate from Cardiff to 
Ferndale, Glamorganshire, was 10s. 6d., and plaintifis had had to pay 
that. They also paid the cost of collection in London by cart, the 
wharfage charges at their wharf, and the cost of transit by steamer 
as well as the railway charges. They always charged a minimum rate 
for ladders of one ton. No quotation was asked for when the goods 
were handed over to them, and they were carried under their usual 
terms. There was no record of defendant having paid the charges as 
the carriage had been forwarded in other transactions. Defendant’s 
solicitor said they were contesting the case on principle. It was a test 
case, and one of importance. They were constantly sending ladders 
to Wales, and for the plaintiffs to charge for goods weighing 2 cwt. 
16 lb. as if they were one ton was ridiculous, no matter what their size 
or weight. Defendants said that the ladders in question came to London 
from Bradford for 5s., having come round by rail, taking three weeks. 
Plaintiffs should have charged for the ladders by weight (and then their 
charge would have been 4s. instead of 30s.) instead of a minimum rate. 
Judgment, however, was given for the plaintiffs. 


The Wagon Supply Problem 


Now there is a curious feature of this matter to which—in view of 
the present position of the railways and the impending revision of the 
rates and charges and conditions of conveyance—it will be profitable to 
refer at some length, we mean the obligation—or otherwise, for there 
would appear to be some doubt in this matter—on the railways to provide, 
on application, suitable vehicles for the carriage of any traffics. 

In the famous test case of Spiers & Bakers v. Great Western Railway, — 
the applicants, who were flour millers carrying on business at Cardiff, 
dispatched daily over the Great Western ‘Railway Company’s system 
some sixty wagons containing flour, grain, and other similar merchandise, 
all of which was included in Class C. of the general railway classification. 
Owing to an alleged difficulty in obtaining from the railway company 
sufficient suitable covered wagons the applicants in 1905 had 300 covered 
wagons built for them which had since been running over the lines of the 
railway company, carrying the applicants’ merchandise. The railway 
company who alleged that they were willing and able to provide suitable 
wagons for the applicants’ traffic, charged their ordinary published 
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rates for the conveyance of such merchandise, which rates included the 
provision of wagons. 

The applicants claimed that they were entitled to a reduction off 
the railway company’s authorised rates for conveyance in accordance 
with Section 2 (5) of the schedule to the railway company’s Rates and 
Charges Order Confirmation Act, 1851, on the ground that the railway 
company did not provide wagons for their traffic. The railway company ~ 
by their answer and by a cross-application claimed that they were not 
bound to convey the applicants’ merchandise in wagons provided by 
the applicants, whereupon the applicants claimed that the right of 
having their traffic conveyed in their own wagons was a “ reasonable 
facility ” to which they were entitled. 

Here the Railway Commissioners held (a) that the Toll Sections 
of the Railway Clauses Consolidation Act, 1845, gave a right of passage 
only over railways as highways, and were in practice unworkable, inasmuch 
as there was no duty imposed upon a railway company to work signals 
and pomts and afford station accommodation to the trains of private 
owners; (b) that the railway company’s Rates and Charges Order 
Confirmation Act, 1891, was not confined to providing for the charges 
to be made in cases where the company was bound to carry or to afford 
particular accommodation, but was framed to provide for accommodation 
and services of every sort, whether voluntary or obligatory, within the 
scope of the company’s undertaking, and that therefore those sections 
of the schedule to the Act dealing with the trucks of private owners 
did not import any general statutory right to have goods conveyed 
by a railway company in a trader’s own truck; (c) that the words 
“ Where the company do not provide trucks,” in Section 2 (2) of the 
Schedule to the Rates and Charges Act, 1891, do not apply where the 
railway company is ready and willing to provide trucks, but the trader 
prefers to use his own; (d) that—taking into consideration the conse- 
quent (1) increased haulage of empties; (2) necessity for larger sidings 
and goods yards; (3) greater time occupied in shunting; (4) lossof 
economy in working, which depends on trucks being fully loaded; and 
also that the railway company had 44 millions of pounds invested 
‘in trucks, and that a large increase of private traders’ trucks would 
imcrease the cost of conveyance to all other persons—it was not a 
“reasonable facility ” under Section 2 of the Railway and Canal Traffic 
Act, 1854, that a trader should be entitled to have ordinary commodities 
carried in his own trucks, where trucks are “ provided ” by the railway 
company. 

Whilst the Court of Appeal, to whom the case was subsequently 
referred for the settlement of a certain point, held (affirming the decision 
of the Railway Commissioners), that the Railway Clauses Consolidation 
Act, 1845, does not impose any obligation upon a railway company to 
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convey traders’ merchandise in iheir own trucks ; and that, although under 
the Railway and Canal Traffic Act, 1854, the railway company must 
afford facilities for conveying a truck as a separate article on payment 
of a reasonable rate, a trader ts not entitled as of right to have his own 
loaded truck forwarded as a means of forwarding the goods therein contained 
upon payment of tolls based upon the rates applicable to such goods 
either with or without abatement; and that the railway company’s 
Rates and Charges Order Confirmation Act, 1891, while exempting the 
railway company from providing wagons for mineral traffic and making 
provision for such circumstances, does not import a positive obligation 
as to all traffic other than mineral traffic. 

Now consider the case of the North Eastern Railway Company v. 
Bannister & Co., where the railway company brought an action to 
enforce a claim for the carriage of hay. The hay in question was machine 
pressed, and by the schedule to the Act of 1891 such hay went at a rate 
of 40 cwt. to the wagon. The company, however, agreed to take such 
hay at 24 tons per wagon at a certain rate, and there was no dispute 
that it was that the terms of the special rate constituted the contract 
under which the particular hay was carried. The plaintiff’s contention 
was that the contract meant what it said, and if machine pressed hay 
was consigned in a wagon that held less than 2} tons, it must be paid 
for at the rate in question, as 2$ tons, that was to say, the full load for 
machine pressed hay. The schedule rate was two tons to the truck, 
and the company’s contention was that if the special rate of 24 tons 
per truck was taken advantage of the consignee must pay at that rate 
whether the truck held 24 tons or not. The defendants’ contention was 
that if the rate charged was for 2} tons per truck the truck should be 
capable of holding 24 tons. 

The County Court Judge agreed with the defendants, but against 
this decision the railway appealed, and in the Appeal Court counsel 
for the railway company submitted that the defendants were seeking 
to get the benefit of the special rate and at the same time throw upon 
the company all the obligations imposed by the schedule to the Act. 
The defendants, he argued, if they complained of the size of the company’s 
wagons comd have used their own. He further contended that the 
defendants were trying to get it both ways; they claimed to pay for 
the quantity carried if it was less than 24 tons, but only for 2} tons 
if the truck held more. It was an attempt to get the Court to compel 
the railway company to supply trucks of a particular dimension, which 
the Railway and Canal Commission alone could do. If the defendants 
had any grievance at all their remedy was to supply their own trucks or 
go to the Railway and Canal Commission to compel the company to 
provide reasonable facilities. 

Lord Justice Swinfen Eady asked whether the decision of the Court 
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below was that the railway company, having offered to carry this hay at 
a special rate, were bound to provide such trucks as would enable that 
offer to be taken advantage of. Counsel said he thought that was so. 

Lord Justice Bankes: “Do you say that all machine pressed hay 
came within the minimum load in the schedule? If a man sends one 
cwt., do you claim the right to charge him for the carriage of 2} tons ? ” 

Counsel said yes. Carriage of these things did not pay except on the 
principle of a minimum charge. The Act said that with the exception 
of hydraulic pressed, which might be consigned in small parcels, the 
Tailway company was not bound to carry hay except in minimum 
quantities of 30 cwts. 

In giving judgment, Lord Justice Swinfen Eady said that there was 
no obligation on the railway company to supply trucks, and in his 
opinion the true meaning of the company’s offer was not that they were 
under any obligation to supply trucks to enable the trader to take 
advantage of it but that where he was able to take advantage of it they 
would give him facilities for doing so. The offer did not carry with it 
any obligation to send the goods in suitable trucks. 

The quantities mentioned were to show that whatever the quantity 
consigned was, the railway company were entitled to charge for a 
minimum quantity. There was no contract by the railway company 
to carry these goods at a 24 ton rate, and therefore no obligation upon 
them to furnish wagons of that capacity. 

From the foregoing it will be seen that the present position is, to 
say the least of it, a curious one; the Spillers and Bakers case showed 
that although the traders desired to have their traffic conveyed in their 
wagons the railway company (or rather companies—for all the companies 
were, of course, interested in this action) were disinclined to convey 
traffic in privately owned vehicles ; yet in the North Eastern Railway v. 
Bannister the railway company—although they quoted a rate with a 
certain minimum—admitted their inability to provide the proper kind 
of vehicle for the conveyance of the defendant’s traffic in such minimum 
loads and argued that “ their (that is the traders) remedy was to supply 
their own trucks.” Obviously this state of affairs must be remedied, 
and if—as was held in the Spillers case—the conditions have so altered 
since the railways were established as to make it impracticable for these 
carrying companies to permit the extension of the privately owned 
vehicle principle, the law must be so altered as to make it incumbent 
upon the railway companies to provide suitable vehicles as and when 
required for the conveyance of traffic from point to point. As everyone 
knows the laws of the country in this respect—that is to say, as to the 
conveyance of goods by railway—are soon to undergo a great alteration 
and the present is therefore an opportune time to tackle this matter 
and ‘put it on a satisfactory basis. 
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“ The purpose of these articles has been to outline the general principles of systems of 
costing for yarns and cloths,” 





Yam and Cloth Costing in Cotton Mills 


By A. H. HARDMAN 


V. Cloth 


Wages and Expenses 


HE piece-work price for weaving any particular construction of 
cloth is based on a uniform list of prices, and therefore given the 
necessary data of the cloth under consideration, the amount to be paid 
in wages for actually weaving it is merely a matter of calculation from 
the list. 

A very common method of ascertaining the cost of a piece of cloth is 
to take this calculated piece-price for weaving as the only item under the 
heading of wages, and to add for expenses a figure which is a percentage 
of the weaving piece-price. This percentage addition for -expenses 
includes the wages of datal hands, supervision, and preparation depart- 
ments, in addition to the whole of the working charges or “ on-costs,” 
such as depreciation, rent, oil, leather, carriage, fuel, etc. 

In a factory with a simple plain trade and few preparation processes 
this percentage of expenses will be low in relation to wages ; in a factory 
with a complicated fancy trade and many preparation processes the 
percentage of expenses will be relatively high in comparison with wages. 
This method has the advantage of simplicity, and of being quickly applied. 
Let us examine it in some detail. 


The Uniform List of Wages 


The uniform list is based on a standard loom and cloth, #.6., an 
ordinary-made loom, 45 ‘inches in the reed space, weaving cloth as 
follows— 

Width: 39, 40, or 41 inches. 

Reed: 60 reed, 2 ends in one dent, or 60 ends per inch. 

Picks: 15 picks per quarter inch, as ascertamed by arithmetical 
calculation, with 14 per cent. added for contraction. 

Length: 100 yards of 36 inches measured on the counter. Any 
length of lap other than 36 inches to be paid in proportion. 

Twist: 28’s or any finer numbers. 

Weft : 31’s to 100’s both inclusive. 

Price: 30d. or 2d. per pick. 


‘Additions to and deductions from this standard are made according 
as the conditions of working vary from the standard. 
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If the reed space is wider than 45 inches a percentage is added to the 
price ranging from 1} per cent. in a 46-inch reed space to 63 per cent. 
in a 72-inch reed space. If the reed space is less than 45 inches a deduc- 
tion is made ranging from 1} per cent. in a 44-inch reed space to 23 
per cent. in a 24-inch reed space. 

If the count of the reed differs from the standard of a 60 reed, a 
percentage is added for finer count reeds, and a deduction is made for 
coarser reeds. : 

If the picks per quarter inch fall below a certain number or rise above 
a certain number, a percentage is added to the price to cover this. 

It is clear, therefore, that given the construction of any particular 
cloth, the actual wage to be paid for weaving it can be accurately ascer- 
tained from the uniform list, or from the special list which may be in 
operation in the district. 

Consider, for example, a 44-inch cloth, made in a 48-inch reed space, 
90 reed, 30 picks per quarter inch, from 36’s twist and 50’s weft, 60 yards 
long. 

Then the weaving price would be— 

7 d. 








Standard price per pick . . z ‘ ae So 2 
Add 44% for reed space over standard . ‘ 2 08 
2-09 
Add 14% for 90 reed. . P ; 7 . +2926 
2-3826 
Picks per quarter inch 30 





Price for 30 picks per 100 yds. . . . . 7I478 
Price for 60 yds. fe ww 8 








Price for 60 yds. : ; ; . : . . 42-8868 
Add 10% for high picks . i ` ; ; 5 4-2887 
Standard for cloth . A : . . » 47-1785 
Add: 145 % over standard for present agreed rate of A 
wages a . gre 43 . . - 684045 
Total weaving price for cloth’ . y 3 . 115-58 





So much for the weaving price per piece or per required standard 
length. Now the percentage addition for general charges or “ oncosts ” 
will be ascertained in this way. Suppose during the six months’ trading 
period the actual wages paid for weaving has been £12,500, and during 
the same period the total cost of wages to datal hands, wages of super- 
vision, and all other working charges such as stores consumed, rent, 
depreciation, power, etc., amount to £12,250, In this case the general 
charges will amount to 4488 of the weaving wages, or 98 per cent. 
of the weaving wages. As the £12,500 consists of piece-work wages 
paid to weavers only, then in any particular cloth construction if the 
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piecework price is, say, 40d., the expenses addition would be 98 per cent. 
of 40d. = 39-2d. per piece. 

In costing any particular cloth in this way, the raw material cost 
would be calculated as already illustrated, the weaving wage would be 
ascertained from the uniform list, and the general expenses would be 
an addition equal to 98 per cent. of the weaving wage. 


An Alternative Method 


An alternative method of dealing with wages and expenses is to 
proceed on the lines already illustrated in the case of yarns, t.e., to bring 
both wages and expenses to a common unit of production. 

Suppose, for example, a factory contained 1,000 looms, all of equal 
widths and running at equal speeds. In such a case the total wages 
paid, including the wages of weaving, of supervision, and for all other 
purposes, divided by 1,000, will give the wages per loom per week. This 
basis wage per loom per week when applied to the production of any 
particular cloth construction would give the total wages for the piece. 
Or, as an alternative method of dealing with production, the wages per 
loom per week may be reduced to wages per multiple of effective picks, 
which when applied to the number of picks in the particular cloth 
construction required, will also give the wages per piece. - 

Suppose for the purpose of illustration in such a case the total wages 
per loom per week amount to 16s., and the loom works at 190 picks per 
minute, with a running efficiency ascertained from the factory records 
of 70 per cent. That is to say, that the average actual picks put into 
cloth amount to 70 per cent. of the calculated picks in a full week without 
stoppages. These recogds of the percentage of effective picks, by the 
way, are most valuable records to take from week to week on the different 
sets of looms, as they indicate rises and falls in production. In the case 
instanced above, therefore, the theoretical picks per loom would be 
190 picks per minute x 60 mins. x 48 hrs. = 547,200, and the actual 
picks would be 70 per cent. of 547,200 = 383,040. 

This would give a wages cost per 1,000 effective picks, of 

16e. x 124 sa. 
383 
In a cloth with 100,000 picks, therefore, the wages cost would be— 
100 thousands of picks x ‘5d. = 4a. 2d. 

Expenses would be dealt with in the same way, being taken first from 
the trade account for the half-year or year, and adjusted to expenses 
per loom where all the looms were of the same width, and finally to 
expenses per 1,000 effective picks. If the productions were not dealt 
with in effective picks, but the actual production of each cloth construc- 
tion was recorded, then the expenses would be reduced to expenses per 
loom only, and would be applied to each cloth production separately. 
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Factory with Different Kinds of Looms 


Consider now a weaving factory with different kinds of looms, say 
plain looms and Jacquard looms. As regards wages, there is no difficulty 
in applying the above described method. It is a simple matter of wage- 
book arrangement to keep separate wages records for the two different 
classes of looms, so that the wages of the plain looms can be reduced to 
wages per loom or per 1,000 effective picks, and the wages of the Jacquard 
looms can be dealt with in the same way. Datal wages and the wages 
of supervision can be apportioned over the two different kinds of looms 
by a little intelligent examination. 

As regards expenses, the matter is somewhat more complicated, but 
if the method already explained in detail in regard to spinning expenses 
be followed there is no great difficulty. Dividing the expenses into three 
groups, 4.6., (1) expenses varying as to the horse-power used, such as fuel, 
electricity for driving, ropes and belts; (2) expenses varying with the 
value of the plant, such as depreciation of plant, repairs to plant, stores ; 
(3) expenses varying as to the space of buildings occupied, such as rent, 
rates, lighting, etc.; and then dividing these groups according to the 
ratios of the different classes of looms, as explained in detail in Article III, 
there is obtained the total working expenses for each kind of loom. If 
the total value of the Jacquard looms is twice the total value of the plain 
looms, then the Jacquard looms in total will bear twice the expenses of 
group (2) that the plain looms will bear, or in other words, they will 
bear two-thirds of the total expenses of group (2), whilst the plain looms 
will bear only one-third. Ifthe Jacquard looms use only the same amount 
of power as the plain looms, then they will be charged with one half the 
amount of the expenses of group (1). If the Jacquard looms occupy 
three-fifths of the total space of the factory, then they will bear three- 
fifths of the expenses of group (3), and the plain looms will bear two-fifths 
of those expenses. 

Whenever in a weaving factory it is necessary to divide the expenses 
in this way, it will in all probability be desirable to separate also the 
preparation processes so that the cost of winding, warping, and sizing, 
can be ascertained separately. The expenses of these preparation 
processes would be ascertained on the same principle. 

In practice this method of ascertaining the working expenses for the 
different processes or different kinds of looms is not a difficult matter, 
for it is quite apparent that much of the data requires to be ascertained 
only once, and when it is ascertained it is fixed until there is an alteration 
of plant. The variable portion of the calculation consists in applying 
these fixed percentages of power, space and value to the different groups 
of expenses as they vary from trading period to trading period. f 
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Looms of Different Width 


Consider now the case of a factory containing only plain looms, but 
having looms of different widths. If the “ expenses as a percentage of 
wages ” method be employed, the fact that the wages of the wider looms 
will be more than those of the narrower looms will increase the working 
expenses in the same ratio. It is quite probable that this will not repre- 
sent the facts of the case, as although expenses will be more on wide looms 
than on narrow looms it is by no means certain that they will be increased 
in the same ratio as wages. 

If then it is desired to employ the method of calculating expenses 
on the basis of the productive unit, t.¢., the loom, how shall the expenses 
of the different widths of loom be ascertained? As regards wages there 
is no difficulty, as the wages of each width of loom can easily be recorded 
separately. As regards expenses the reed space of the loom probably 
provides the best ratio from which to work. For example, suppose in 
a factory of 1,000 looms, 500 of which are 45 inch looms, and 500 are 
32-inch looms, the total working charges are {20,000 per annum. 


The total loom reed space in such a factory would be— 


Inches 
500 looms x 45 inches = 22,500 
500 looms x 32 inches = 16,000 


38,500 


The expenses are £20,000 per annum or per working week. 








for a total reed space of 38,500 inches. “ 


The expenses of the 45-inch looms would be— 
96,000d x 22,500 inches 
38,500 inches 
or per loom per week 112-2d. 

This figure may then be applied to the looms production per week 
of any particular cloth, or may be reduced to a figure per 1,000 effective 
picks as previously explained. 

The expenses of the 32-inch looms would be— 

96,000d x 16,000 inches 
38,500 inches 


or per loom per week : 79-8d. 





2 56, 104d. 


= 39,896d. 





Apportioning Expenses by Reed Space 
This apportionment of expenses by reed space is the nearest approx- 
imation to be ascertained, short of actually measyring the various 
expenses of each width of loom, which is of course in practice impossible. 
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The value of a 45-inch loom will probably be less than $% of a 32-inch 
loom, and a 45-inch loom will probably use less than #4 of the horse-power 
used by a 32-inch loom. But it is very probable that this method of 
calculating the working expenses is much nearer to the actual working 
facts than the “ expenses as a percentage of wages ” method. 

Having ascertained the various items of costs, the total cost of the 
fabric is made up as follows— 


COST OF FABRIC No 325. 











d. 

6-32 lbs. warp yarn at 80d. per 1b. : . . . 605-6 
5:27 Ibe. weft at 82d. per 1b. ; . 43214 
Preparing 6:32 Ibe. yam at 54d. per Ib. . x 34-13 
Wages: 100,000 at -42d. per 1,000 
Expenses : 100,000 picks at “38d. per 1,000 

- -8d per 1,000 = 80-00 
Cost of a8 . ; : . 1081-87 
24% Suni on 1, 200d. . ; : , X : 30-00 

Total cost of piece . ‘ 7 . x . 1081-87d, 
Profit 


In ascertaining the real profit made upon the various yarns and fabrics 
it is necessary to bring the profit per Ib. or per piece to some common 
basis in order to ascertain which are the most profitable yarns and fabrics. 
A yarn or fabric with a large profit per lb. or per piece may be making 
relatively a small profit when compared with another yarn or fabric 
with a small profit per lb. or per piece, but with a large production per 
unit of production, 4.¢., per spindle or per loom. 

A suitable basis of comparison for the profit on yarns is to reduce 
the profit per lb. to profit per spindle, and for fabrics to reduce the profit 
per piece or per yard to profit per loom of standard width. In this 
way the spinner or manufacturer may’ readily ascertain which are his 
most profitable yarns and fabrics. 


Conclusion 


The purpose of these articles has been to outline the general principles 
of systems of costing for yarns and cloths. It will be readily understood 
that the application of these principles in detail will differ in different 
mills and factories, according to the class of trade and according to the 
internal working arrangements of such mills and factories. 

Each mill or factory must be considered on its own merits, and such 
a system applied as will yield the greatest amount of information, with the 
least amount of interference with its working conditions. 


(Concluded.) 
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Currency Notes and Prices 


By Bensamin Waite, Author of ‘ Silver, Ite History and Romance,” eto. 


Cause and Effect 


r has been confidently asserted in some quarters that the very large - 
increase in the amount of Treasury Notes in circulation has been 
the reason for, not the result of, rising prices. The fact that prices 
according to the Economist Index numbers had risen 100 per cent. (from 
those obtaining just prior to the war) before the currency Treasury Notes 
in circulation had reached a total of £125,000,000, an amount estimated 
to equal the gold coin withdrawn from circulation, would seem to be 
fairly conclusive evidence that the contention does not hold water, at 
any rate, in the initial stages of war. What, then, was the reason for the 
recent enormous increase in the value of commodities? A state of 
war brought about so many radical changes in the conditions of life 
that the causes were manifold. 


The Food Suppy of the United Kingdom 

The great population of the cities in the United Kingdom had been 
accustomed to draw their daily food from the farthest confines of the 
earth. Our favoured land has been for generations the principal shipping 
centre of the world. Out-going vessels took cargoes of manufactured 
goods, the quality of which commended itself to other nations whose 
industrial systems were less developed. The same vessels returned to 
their original ports stored with agricultural and other food stuffs: 
wheat, rice and beans, as well as fruits, such as oranges and bananas 
for which their original cargoes had really been exchanged. It can 
safely be said that no other country in the world, in pre-war times, 
could boast such variety and such cheapness in the way of food. Be 
it remembered, too, that agriculture in this country had been allowed 
to languish and that the British nation had become dependent mainly 
upon foreign countries for a supply of the necessaries of life. 


Providence of the British Housewife’ 

The sudden realisation of this fact—although the sanity of the British 
temperament precluded panic—induced careful housewives to lay in 
additional stores in the early days of war, thus encouraging tradesmen 
and agriculturists to meet the accentuated demand only at rising prices. 
The situation was rendered the more acute by ever increasing claims 
placed upon the means of transport by the military authorities. This 
not only applied to railway facilities, but also to the merchant marine, 
many units of which were diverted from their old occupation of 
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food-bringing to the carriage of troops and munitions. When the steady 
absorption into the military forces of the men of the finest physique 
is also taken into account, causing a growing scarcity of labour, the call 
for rising prices needs no further demonstration. 


Conscription, Military not Civilian 

The pity of it was that the Government, not foreseeing a long 
drawn-out struggle, made no attempt to conscript labour as a whole. 
The ranks of war were recruited by order, and pay was defined by 
regulation ; but workers in the industries most vital to the prosecution 
of the war, and to the maintenance of the civilian population at home, 
were allowed to set their own value upon their services, or let them out 
for hire to the highest bidder. Whereupon wages commenced an 
upward movement, which has continued ever since. The signing of 
Peace with Germany imposed no limit to it, and no one yet can prophesy 
with any degree of confidence when the zenith will be attained. All 
added value to the cost of labour plainly increases the cost of production. 


Shipping Freights and Charges 

The submarine campaign was responsible for a large proportion of 
the later rise in prices. Ships became more and more costly, in far 
greater ratio than the losses from enemy action, for the good reason 
that the very precautions adopted for safety delayed their voyages and 
reduced the number at sea: Each sunken cargo also increased the value 
of the stock of similar goods which subsequently was safely brought 
to land. Freights rose almost automatically, and the Government 
system, or rather lack of system, in chartering helped the movement 
on until the cost of bringing foodstuffs to our shores exceeded consider- 
ably in some cases the price of the material fetched from across the 
seas. Congestion at the ports and the difficulty of providing skilled 
stevedores contributed to the expense. 


Rising Prices demand More Currency 

It is self-evident that trade cannot be transacted with the same 
amount of cash, irrespective of its capital turnover. If £100,000 worth 
of goods can be marketed with the aid of £10,000 in currency, it is fairly 
safe to conclude that something like double that amount will be required 
to deal with £200,000. Hence, a large increase in currency media 
obviously must have ensued, when, as already cited, the index number 
indicated that prices of foodstuffs has doubled. As a matter of fact, 
the amount of currency notes issued did not, at first, keep pace with 
the rising index number, and that for the following reason—foodstufis 
are not by any means the only commodities for which payment has 
to be made—though they were the first to feel the impetus of dearness, 
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and their soarmg tendency therefore was checked by Government 
control 


The Comforts and Luxuries of Life 

The real need for a large addition to currency arose when manu- 
facturers, such as of wool and cotton goods, realised that the public 
was delivered into their hands, and when an article such as an enamel 
saucepan commanded almost any price which the salesman might choose 
to fix. At the present time the housewife absolutely trembles when she 
hears a fall of crockery, because she knows only too well that a visit of 
replacement to the china shop may leave her but little change out of 
a currency note. The cost of repairs to boots have risen nearly 200 per 
cent. It cannot be said that increased wages are altogether responsible, 
for leather itself is terribly dear—supplies from Russia being cut off, 
and exchange with India and other countries, whence skins are obtained, 
having become seriously adverse. 


The Nouveaux Riches 


High wages paid to munition workers and others had a twofold share 
in adding to the issue of currency notes. Some families earned as much 
as {20 a week instead of an income of {4 pre-war days. A family earning 
£20 a week in days before the war usually occupied a station in life 
where it was the custom to use cheques, and to bank or invest any surplus 
over daily needs. Not so the munition worker—his surplus remained 
in idle currency notes, and a large proportion of what he did spend 
was squandered in such lavish fashion that tradesmen raised their 
prices as they saw him coming. It was not the middle class public 
during the war that partook of delicacies as they came into season or 
of the most expensive amusements, but the worker whose motto was 
“ Easy come, easy go.” It must be conceded that a large proportion 
of these earners had been underpaid in the past, and that their desire 
to have more enjoyment of the good things of life when they had the 
means was perfectly natural. 


The Effect of Money in Circulation 

Those who argue that an abundance of currency notes is the cause 
of high prices, should remember that the number of people whose money 
burns a hole in the pocket fortunately is limited, and that the mere 
possession of money by no means predicates the willingness to spend. 
The risk of prices rising is when people possess the power and also the 
willingness to spend. The fact that war workers at home were in the 
last-named position compelled the Treasury to issue currency notes 
with freedom—they would have money and they would spend—and 
as prices rose they insisted upon higher wages to keep ahead of the 
higher cost of what they wished to buy. 

169 





Business + Organisation : and - Management 





Credit Inflation 


The real evil at the root of rising prices was the inflation of credit 
caused by Government borrowing upon an ascending scale. It seemed 
as if when the Government realised at last that the winning of the war 
depended upon munitions—the mechanical side of the military opera- 
tions—the question of cost ceased to exist. With manufactured goods 
now ranging in value three, four, or more times the pre-war prices, 
how can anyone safely assert that even a total of {320,000,000 currency 
notes is too large for the transaction of daily trade? Ask the housewife 
what becomes of the change for her currency notes when once they are 
broken ? 


A Banker upon the Question 

The Chairman of the London, County, Westminster and Parrs Bank, 
lately stated in a speech that the volume of Treasury notes in circulation 
was the clinical thermometer, showing, in the present case, that prices 
were rising or falling, and that one might as well try to stop a raging 
fever by plugging the thermometer so as to keep the mercury at normal, 
as try and lower prices by withdrawing notes from circulation. Ifa man 
does not want to spend so much because the cost of living is lower he 
does not draw so much money from his bank, or, if a wage earner, he 
will invest his savings. 


An Interesting Table 


In connection with the growth of currency and credit the Chancellor 
of the Exchequer issued a statement to the House on 4th March, which 
is germane to the preceding paragraphs. It is well worth reproduction— 


(In Millions of £'s.) 


























PAPER CURRENCY 
Bank of U.K. Bank 
Currency De t, London 
(active Notes. Total. inclu A 
circulation) Bank o 
Hi England). 
31st Dec. ın Calendar 
December, 31st in each year. 
i fos 
1900 shen —- hn Eseo 
1910 28-8 _ 28-6 882 14,659 
1913 29-8 —_ 29-6 1,142 16,436 
1914 36-1 38-5 74-8 1,322 14,665 
1915 35.3 103-1 138-4 1,433 13,408 
1916 39-9 160-1 190-0 1,658 15,275 
1917 46-6 212-8 250-4 1,900 19,121 
1918 70-2 323-2 393-4 2,275 21,196 
1919 87-3 358-2 443-5 2,687 28,415 
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UNITED KINGDOM NATIONAL DEBT. 







































Bank of 
England. 
J 

£ 
1900 3.1 a of Too" 
1910 30-5 = 30-5 108-8 
1913 33-9 — 33-9 116-5 
1914 69-0 18-5 87-5 117-2 
1915 51-3 28-5 72-8 143-9 
1916 53-5 28-5 82-0 186-5 
1917 |) o 580 28-5 88-5 243-0 
1918 | 1 J o 784 28-5 107-9 267-4 
1919 > ` | %3 28-5 118-8 296-3 








Five-fold Increase in Currency 


The total Bank of England and currency notes in circulation in 
December, 1919, was six times that in December, 1914, whilst those 
of the U.K. Bank Depéts and London Clearing only doubled. This 
at first sight seems to suggest an unnecessarily large increase in the 
former. It should be noted, however, that the same tendency, though 
in a lesser degree, existed between 1900 and 1914, during which period 
the increase in the former category was two-and-a-half times as against 
three-quarters in the latter, or three-and-a-half times as much during 
a period nearly three times as extended. Evidently causes were at 
work which made an increase of currency imperative. As a matter 
of fact, the 1919 total of currency as a whole is not six times that of 
1914 —£35,000,000 additional silver must be added and. about 
£100,000,000 of gold withdrawn from circulation deducted—making the 
total {378,500,000 or only five times. 
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An Experiment hardly worth Trying 


It has been well put to the writer that “though it is plain if 
£200,000,000 in currency notes were withdrawn from circulation, a good 
many working men would not get their wages at the end of the week, 
and so long as they were in that position the demand for commodities 
would be diminished and prices would fall, and that when prices did 
fall, some workers might be ready to accept lower wages—this sequence 
of events could not take place, because if wages were not paid on the 
Saturday the working man would have them on the Monday, or know 
the reason why. If asking for them with a loud voice were not sufficient, 
he would soon be tearing up the pavements and cutting throats, and that 
would not be the way to end our fmancial difficulties.’ There is much 
common sense in this view of the situation. 


High Prices not an Unmixed Evil 


From one point of view, that ofthe repayment of national debt, 
high prices and high wages to correspond are certainly advantageous. 
Profits are made by a percentage upon cost, and savings are made in a 
similar way on the basis of a percentage. A year or two before the 
war a lad earning fourteen shillings a week went to Canada and became 
a pantry boy upon a Canadian Pacific Car. The cost of living in Canada 
was more than double that in England—even a shave cost the equivalent 
of a shilling—but in a couple of years he returned home to enlist, having 
saved more than £100—an exploit absolutely impossible had he remained 
in the country of low prices and low wages. Our tremendous burden 
of national debt will be least felt and speediest repaid if wages and prices 
keep high, and the mere fact that an abundance of money—currency 
notes and whatnot—is in circulation need not be feared, provided that 
Government reduces national expenditure and the public add methodi- 
cally to their private savings, and provided—this is most important of 
all—that the range of world prices permit of the United Kingdom regain- 
ing the handsome balance of trade in its favour which it enjoyed before 
the recent world catastrophe. 





“ The casual meeting of a quorum or of two directors oannot be treated as a board meeting 
at the option of one against the will and inisntion of the other.” 





Notes on Company Meetings 


By. ALIBERT OREW, Barrister-at-Law 
Author of “ Procedure at Company Moetings i 


The Control and Government of Companies 


TA cardinal principle that the votes of the majority at a iy 
convened meeting will bind the whole corporation, including 
companies (t.e., the principle of the supremacy of the majority acting 
bond fide and in the interests of the company) is clearly enunciated in 
N.W. Transportation Co. v. Beatty (12 A.C. 589), that, unless some pro- 
vision to the contrary is to be found im the charter or other instrument 
by which the company is incorporated, the resolution of a majority of 
the shareholders duly convened, upon any question with which the 
company is legally competent to deal, is binding on the minority and, 
consequently, upon the company; and every shareholder has a perfect 
right to vote upon any such question, although he may have a personal 
interest in the subject-matter opposed to or different from the general 
or particular interests of the company. But articles commonly pro- 
vide that the directors shall act for the company, in which case the 
powers of the members in general meeting are very limited. The 
ordinary business of the company is, therefore, transacted by the 
directors, and the company can only exercise its control in those 
matters which are reserved to it by the articles, in which case the 
majority is supreme. Thus a majority of shareholders present at a 
general meeting cannot exercise any direct control over the directors 
while they act within their powers. The only effective remedy the 
shareholders have, is to wait until the directors retire by effluxion of 
time and then appoint others—usually this can be done by a bare 
majority. It is true that articles may be altered, limiting the powers or 
even getting rid of the directors, but this requires a special resolution 
and, incidentally, a three-quarter majority support, which, in these 
cases, is often difficult or impossible to obtain. It follows that when 
the powers of the company are delegated to directors and they are 
unwilling or unable to act, the powers thus delegated revert to the 
company in general meeting. 


Directors cannot Think without Meeting 
Directors must act’ as a board, not as individuals, unless the articles 
give special powers to certain members of the board of directors. 
It follows, then, that the directors cannot act as a board without 
holding a meeting at which there must be a quorum. It is not sufficient 
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to procure the separate authority of a sufficient number of directors to 
constitute a quorum. An article which provides that a resolution in 
writing signed by the directors shall be as valid and effectual as if it 
had been passed at a meeting of the board, is not allowed by the Stock 
Exchange when considering an application for a Stock Exchange quota- 
tion of a company. A board meeting can be held under informal 
circumstances, but the casual meeting of a quorum or of two directors 
cannot be treated as a board meeting at the option of one against the 
will and intention of the other; and it makes no difference that a 
notice convening a board meeting has been sent by one to the other, 
if such notice has not, in fact, been received by the other. 


The Constitution of a Board of Directors 


A board must be properly constituted. Articles usually fix what 
is to be the maximum and minimum number of the directors. When 
a minimum is fixed and the number of directors falls below that ` 
minimum, the remaining directors, even though otherwise they might 
have constituted a quorum primd facie, cannot act, unless the articles 
contain a provision that in such circumstances the remaining directors 
can act. Where directors by the articles retire from office at an 
ordinary general meeting, failure to hold such a meeting will prevent 
their re-election. Their retirement, in fact, dates from the last day 
in the year on which a general meeting could have been held. 


Minutes of Company Meetings 

The Companies (Consolidation) Act, 1908, provides that every 
company shall cause minutes of all proceedings of general meetings 
and of its directors to be entered in books kept for that purpose. 
Any such minutes, if purporting to be signed by the chairman of the 
meeting at, which the proceedings were held, or by the chairman of 
the next ‘succeeding meeting, shall be evidence (s.¢., primd facts 
evidence) of the proceedings. 

It is the practice, and the proper practice, to read the minutes of 
one meeting at the following meeting, or when copies thereof are 
circulated beforehand, to take the minutes as read. This so-called 
confirmation of the minutes by a meeting is merely a verification, not 
meaning that the acts done or resolutions passed at the preceding 
meeting are thereby ratified or adopted, but merely that the meeting 
declares them to be accurate. In these circumstances, the responsibility 
for the correctness of the minutes is thrown, dnd rightly thrown, on 
the meeting, and the chairman signs them in a dual capacity as repre- 
sentative of the meeting and as chairman to comply with the provi- 
sions of the Act of 1908. In fact, what makes the minutes primd facte 
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evidence of the proceedings is not the confirmation thereof by the 
meeting, but the mere signature of the chairman, which, apparently, 
can be affixed without the authority or consultation of any meeting. 


The Authority for Convening General Meetings 


The articles usually govern the convening of general meetings, and 
directors are generally the authority to summon meetings. A director 
cannot, without consulting the other directors, call a meeting, and the 
convening of general meetings must be authorised by a meeting of 
directors properly convened. A notice of a meeting issued by the > 
secretary without the authority of a resolution of the directors duly 
assembled at a board meeting is invalid; but a notice issued without 
such authority may become a good notice, if adopted and ratified by 
a board meeting held prior to the general meeting. 

In case of failure of the directors to hold an annual general meeting, 
the Court may, on application of any member, call or direct the calling 
of a general meeting. Table A provides that, in default of a general 
meeting being so held, a general meeting shall be held in the month 
next following such time as may be prescribed by the company in general 
meeting, and may be convened by any two members in the same 
manner as nearly as possible as that in which meetings are to be con- 
vened by the directors. Although the Court will not interfere with the 
powers and duties of directors in the management of the internal affairs 
of the company, directors will be restrained from fixing a particular 
date for holding the annual general meeting of the company for the 
purpose of preventing shareholders from exercising their voting powers. 


Common Law, Table A, and Articles of Association 

Meetings generally are governed by common law principles (e.g., 
the majority is usually supreme; the chairman has no casting vote ; 
right to demand a poll; no right to vote by proxy). Companies can, 
however, exclude common law principles and determine what regula- 
tions (f.e, articles) shall govern its domestic affairs, and these are bind- 
ing on the members. These regulations usually follow Table A. If a 
company has no special articles of its own, Table A applies. Unless 
Table A is expressly excluded, the appropriate clauses therein bind the 
company in those cases in which articles have not made proper provision. 
The power conferred on a company to alter its articles must, like all 
other powers, be subject to those general principles of law and equity 
which are applicable to all powers conferred on majorities enabling them 
to bind minorities. It must not only be exercised m the manner 
required by law (t.¢., by special resolution), but also bond fide and for 
the benefit of the company as a whole. 
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In a recent case, the Court held that it was sra vires for a company 
.to alter the articles enabling a’ majority of the company to expropriate 
the minority even on paying proper compensation. There the Court 
came to the conclusion that the majority of the shareholders were 
acting not for the benefit of the company as a whole, but for their own 
benefit. Where, however, articles were altered so as to provide that 
shareholders who carry on business in competition with the company 
may be required to transfer their shares to a nominee of the directors 
at the price certified by the auditors to be their fair value, the Court 
held that the alteration was made bond fides with the intention of 
benefiting the company and, therefore, was valid and binding on the 


company. 





Modern Publicity 


By ARTHUR W. DEBAN. 


No4. The Publicand iu Relauon te Media 


A FEW specialists have proclaimed the fact that publicity is a science. 

I may be going into the den of that lion ‘authority when I 
say that it is not a fact that publicity is a science. Experiments have 
been conducted in the laboratory of business, so to speak, by men rather 
of common sense than science, and in the excitement of discovery common 
sense was labelled science. There will never be a professorial atmosphere 
in the advertising manager’s office. On the other hand, there will be 
an atmosphere of good, plain, straightforward business. Advertisers 
are not scientists, neither are the specialists. They are business men, 
men of foresight, judgment and common sense. (Some time ago even 
Edison himself said that he was not an inventor.) Sound thinking 
brings about a sales organisation or an advertising campaign; sound 
thinking sends a man to a good artist for a good drawing. Publicity is 
organisation (which is, in essence, common sense) and commercial art. 
Of course, those who know how to advertise may call it what they like, 
but let it be clear that advertising is a business with a future that rests 
solely with art. System in organisation and art in expression—that is 
advertising. ; 


Inefficiency in Advertising 
An advertising department is a mouthpiece through which com- 
mercial intelligence is transmitted. The business man should see 
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to it that he is sufficiently articulate. And he should be quite sure 
that his band, so to speak, is playing before the audience he wishes 
to capture, not wasting time and money in the wrong town or locality. 
It is human and therefore possible to be articulate in the wrong district. 
That is to say, an advertising department can have something to say, 
say it quite well and with all the necessary force and vigour, and yet 
say it in a quarter where everybody is deaf to such an appeal. That 
is inefficiency, and the remedy lies in an understanding of the public 
and the reach of media. Art, clarity, precision and candour in expression 
are lost if the directing force is weak. By that, I mean, among other 
things, the selection of media. An advertisement can only produce 
the maximum result when it reaches that section of the public to which 
it is addressed. In press advertising, especially, the public should be 
studied very closely, not by a psychologist, but by somebody essentially 
observant, somebody who is not only human but interested in humanity 
and the affairs and interests of the average man, somebody with an 
eye for all those trivial incidents which play so important a par in 
ordinary daily life. 





The Selection in Advertising Media 


The manifestations of the public temper should be watched by the 
advertiser; he will thereby gain a lot of useful mformation. This 
studying of the public is an absolute necessity. If the nature of the 
goods narrows appeal to, say, one section of the public, that section 
should be kriown intimately. This knowledge is invaluable in settling 
the question of media, for to know a man is to know the newspapers 
and magazines he reads. Again, the degree of intimacy may well 
determine results, since when one has some idea of the mentality and 
taste of a section of the public advertising can be addressed to that 
section with ease and assurance, for in such a case there can be no failure, 
nor even thought of failure. In theory, the average man reads adver- 
tisements carefully. In practice, he does nothing of the kind; very 
often he ignores them entirely—they fail to interest him. But if. the 
average man found that he was regarded by the advertiser as a human 
being with all the qualities, interests, and habits of a human being, 
instead of some kind of quasi-mechanical contrivance with nothing 
jn the world save a note case, something, in short, predestined to buy 
advertised goods, advertising would be immeasurably more successful. 
Our advertising is becoming increasingly human, but a good deal of 
it is very timid and half-hearted. It is as though the advertisements 
are prepared by people who lack the courage to go the whole hog. The 
human idea appeals to them as a vehicle of originality, perhaps as 
something which gives commercial art wheels on which to enter new 
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and unexplored territory, but nervousness or lack of imagination precludes 
a thorough exploitation. 


When Brilliant Publicity cannot Maintain Sales 


In my first article I discussed the importance and value of the 
human idea. The more thonght an advertiser gives to his public the 
more and better the results, His ideas will then be good and original, 
and his selection of media will show discrimination. In a word, he will 
spend his money wisely; there will be no waste, no risk, that is, provided 
the goods offered have undoubted merits, for if they are either poor 
or inferior, even the most brilliant publicity imaginable cannot main- 
tain sales. In this case there would be some initial success, but, sooner 
or later, the advertising of these goods would be ignored by the trade 
and the public. That, however, is by the way; I am assuming that 
the goods are worthy of big and continued sales. 


Find Out Your Public 


A piece of publicity badly conceived, badly treated, but inserted in 
the right newspaper, magazine, or trade journal will be more productive 
than a really good advertisement exhibited in the wrong quarter. This 
must not be misconstrued into an advocacy of third-rate advertising 
which has the merit of reaching the right public. Proper thought 
must be given to all these questions; they are all correlated and insep- 
arable. Together they make one—publicity. Idealism in publicity has 
a business impulse; from a purely commercial motive an advertiser 
welcomes commercial art and pays handsomely for it. Those who 
aim at art should aim high and then still higher. There is no limit. 
But the advantages of this enterprise will be lost if the art-advertisement 
is issued in the wrong channels. It is not enough to think of art, ideas, 
and originality; media and the public must bulk largely in the 
advertiser’s thoughts if the maximum in result is to be attained. 

An advertisement should be placed where it can speak with freedom 
and effect, where, in short, the greatest public interest in the goods 
advertised can be aroused and held. That means sales commensurate 
with advertising expenditure. 
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“ How troublesome and costly disputes with travellers may be easily avoided by the 
use of proper agreements is olearly explained in ihis articls by a well-known authority.” 


` 


Agreements with Travellers 


By W. HOWARD HAZELL 


OME of the difficulties that arise from time to time, unless a carefully 
drawn agreement is existing between the employer and the traveller, 
have been recently pointed out in these pages. Those who have had 
much experience in dealing with commercial travellers, particularly 
with those who are paid partly or entirely by commission, will realise 
how necessary it is to have some form of agreement clearly setting 
forth the various points that may lead to misunderstanding if the 
arrangement is only verbal or covered by a carelessly drafted letter. 
The conditions, customs and circumstances in different trades will 
probably require special agreements drafted for each trade, and though 
a general agreement for all industries would in many cases suffice, there ` 
are many advantages in a standard agreement for each trade. In 
Office Organtsation for Printers, published by the Federation of Master 
Printers, a standard agreement for travellers is given with several 
optional clauses to meet the various classes of business found in the 
printing trade. If similar agreements could be adopted by all trades, 
it would lessen the disputes that occur, and save both parties from 
much trouble and annoyance. 


The Question of Commission 


There are three methods of paying commission to a traveller, and 
there are advantages and disadvantages in each. Commission may be 
limited to the orders actually secured by the traveller, but the tendency 
is for the traveller to persuade the customer to hold over the order 
until he calls, or to send it to his private address. This only delays 
business and if the traveller be worth his salt, he should receive 
commission on all the business from his customers, whether obtained 
by him or posted direct to the house. The third method is to pay 
commission on all orders from a geographical area, such as certain 
specified towns or counties in which the traveller works. This latter 
method may be desirable where the goods may be supplied through 
various wholesale houses to the smaller retailers. The traveller would 
then feel that when calling on small shops to push the sale and advertise- 
ments of his goods, he would still receive his commission if the shopkeeper 
preferred to buy through a wholesaler, and the manufacturer would 
avoid the expense and trouble of opening a multitude of small accounts. 
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Whichever method be adopted, it is essential that the list of 
customers or districts should be clearly defined and revised from time 
to time, 

It sometimes happens when a traveller is engaged, that the employer 
may have a number of old and valued customers on whom he wishes 
the traveller to call, but he is naturally anxious that when the traveller 
leaves, he should not take away this “connection.” The law does 
not look with favour upon any agreements which may seem to be in 
restriction of trade, and to prevent an employee from reasonably earning 
his livelihood. In this case, however, there is no doubt a restriction 
of the traveller’s activity with these customers could be obtained, if a 
suitable clause were inserted, as the connection was not built up by 
the traveller’s energies, and the restriction would not apply to the whole 
of the customers he was calling upon for the firm. 


Salary and Expenses 


The agreement should state clearly what (if any) salary and expenses 
are to be paid, and when these are payable. The amount of the 
commission is easily stated, but is it to be payable on the value of 
orders received (some of which may be afterwards cancelled) or on the 
day book charges (which may be subject to a considerable settlement 
discount), and is commission which has been paid on amounts which 
afterwards become bad debts, recoverable from the traveller? 
Undoubtedly the best method is to pay commission only on the net 
charges, from which all discounts, allowances and bad debts have 
been deducted, as the traveller is then more careful in booking orders 
and making allowances, and to deal only with buyers who are likely to 
meet their obligations. The advantage of using the net charges to the 
customer as a basis for commission is that in case of any dispute it is 
much easier to verify the amount from the ledger, than if a mass of 
orders and correspondence—which may have been badly filed away— 
have to be referred to. The commission may be calculated by making 
a weekly or monthly abstract of the daybook, and reserving a certain 
amount of the charges to be set against any discounts, bad debts, etc., 
which can be adjusted at the end of three, six, or twelve months, 
or a sum may be agreed to be drawn weekly or monthly, and 
a settlement made from the ledger at the end of six or twelve 
months. 

In some trades the prices charged may vary, and depend largely on 
the personality of the traveller, and in these cases a commission on 
the profits made on the sales, or a commission partly on the profits and 
partly on the turnover may be of advantage, as the traveller will 
then be rewarded in proportion to the profits made by the employer. 
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These methods, however, require an accurate costing system in the 
factory, or the fixing of minimum prices above which the traveller would 
draw his commission on profits. It sometimes happens that the profit 
on different classes of goods varies considerably, some may be manu- 
factured by the employer and others bought complete, or certain lines 
may be lowered in price to meet competition. In such cases it may be 
worth while to pay a higher rate of commission on the profitable lines, 
so as to induce the traveller to push their sale, but this method will 
lead to extra book-keeping in abstracting the sales of each class of 
goods. 


Essential Points 


There is no more prolific cause of disputes as to commission than the 
method of terminating the arrangement with the traveller. A phrase 
such as “5 per cent. on orders received from your customers”? may 
mean the payment of this commission for an indefinite period after 
the traveller has left the employer. Any agreement should state the 
length of notice required to terminate it, and that commission is only 
payable on such orders as have been received and accepted in accordance 
with the agreement before its termination. For instance, a traveller 
is entitled to receive commission on any normal orders he has secured 
before the termination of the agreement, and the payment may be 
made im the usual manner, or the estimated commission on unexecuted 
orders might be paid forthwith. On the other hand, he might send in 
orders for delivery many months ahead or for abnormal quantities, 
and the employer might find these orders cancelled or reduced after he 
had paid commission on them. The agreement should, therefore, 
contain a clause postponing the payment of commission on these orders 
until they are executed, or reserving the right to pay only on those 
orders which the employer accepts. The most carefully drawn agreement 
may not meet every contingency, and a clause referring all matters in 
dispute to an arbitrator appointed by the local Chamber of Commerce, 
or the chief official of the employer’s trade association, will save much 
expense and delay. 

If the traveller when engaged is given a number of customers with 
whom the employer is doing business, it would be reasonable to estimate 
the value of the unexecuted orders on hand, and to exclude them from 
the commission account, as they are in no sense due to the energy and 
ability of the traveller. 

The above points are some of the principal ones that arise in connec- 
tion with travellers’ agreements, and many others will doubtless occur 
in different trades, and when varying methods of remuneration are 
adopted. 
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A Standard Form of Agreement 


The following standard agreement has been adopted by the Federa- 
tion of Master Printers, and is suitable for a whole-time traveller 
working from the office of the employer— 


MEMORANDUM OF AGREEMENT made this... ... ..... . day of 

fy shane .19. eons Wise aE ae 

of . oe eine! oe. Seater 

Impressed (hereinafter called the Printers) anD ar Sabie date x 

Stamp. : are ee E ads “Geetha wectan OT 
of 


(hereinafter called the Representative). 

1. This agreement cancels all previous agreements-or contracts of service 
(if any) between the Printers and the Representative. 

2. This agreement shall commence on the . . «dayof ... 

19. 

or The Representative will enter the service of the Printer on (imsert dats on 
which the Represeniahve begins work). 

3. The Representative will observe the usual office hours of the Printers, and 
devote his best energies to obtaining orders for printing and sumilar work, and 
promoting the interests of their business. The Representative will not be engaged 
in any other occupation for profit or which might interfere with the discharge of 
his duties hereunder without first obtaining the written consent of the Printers. 

4. The Representative will be entitled to a holiday of (insert number of wesks) 
on full full pay in each twelve calendar months. 

Representative’s remuneration shall be— 
(a) A salary at the rate of £ s. d. per week or month. 
(6) And a commission of. . per cent on his turnover. 
(c) And a commission of ... per cent on the net profit on his turnover. 
(The difference between the turnover and the gross cost of the turnover 
as shown by the Federation’s Cost-Finding System shall be conmdered ‘ net 
profit.’’) 

or (d) And a commission on his turnover for the production of magazines or 

periodicals appearing weekly or at longer intervals at the rate of .. per cent. 

or (e) And a commission on the turnover with customers in Schedule (A) 

hereto, at the rate of... ..per cent. 

6. The commission account shall be made out up to and as soon as possible 
after (insert date of terminaton of the Printer’s financial year) in each year, and shall 
then be payable. Drawings on account of commission may be made monthly or 
quarterly with the consent of the. Printers. 

7. “ Turnover ” is the amount debited to the Representative’s customers from 
which all discounts and allowances of every kind, and bad and doubtful debts at 
whatever period incurred, have been deducted. 

8. The “ Representative’s customers ” are those on whom the Representative 
calls regularly, and whom the Printers have agreed are the Representative’s 
customers. 

9. The ordinary out-of-pocket travelling expenses that the Representative 
incurs whilst calling on the customers shall be paid by the Printers. 

10. On the termination of this agreement the commission shall be paid on the 
turnover up to the date of such termination, and in addition the Representative 
shall be paid the commussion as stated in Clause 5 on all orders from his customers 
which have been accepted by the Printers, but are not then charged, and the 
Representative is not to be entitled to any commission on orders received from 
his customers after the termination of this agreement. 

The following clause may be used tf the Printers give to the Representakve a number 
of old customers in their own commocton.) 

11. In consideration of the Printers allowing the Representative to include in 
his turnover the charges to customers mentioned in the attached Schedule (B), 
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for whom the Printers have been working for a long period, or customers added to 
Schedule (B) by mutnal consent during the currency of this agreement, the Repre- 
sentative agrees that at the termination of this agreement he will not have business 
relations directly or indirectly with any of the persons or firms mentioned in 
Schedule (B) for a period of three years from the termination of this agreement. 

12. This agreement shall be terminable by either party by (one or three) months’ 
prioni notice in writing from the end of any month (or from any date). 

. Should the parties to this agreement be unable to agree on any matter 

arismg therefrom, it shall be referred to a single arbitrator to be mutually agreed on, 

or failing agreement, to an arbitrator to be ap ted by the President of the 
Federation of Master Printers, and the decision of such arbitrator shall be final and 
conclusive 


(Stgnature of Printers) 
(Signature of Repressniaitve) 
(Wimsss) AE dda 
(Address) 
(Occupatson) ... ‘ 


Clause 3 prevents the traveller from working for any other employer, 
or being engaged on his own business in office hours. In the case of a 
“ Free-lance ” traveller, or one working only on commission, this clause 
would have to be modified or omitted, but it would be well to insert’ 
one restricting him from taking other commissions (which might compete 
with the employer’s goods) without first obtaining their written consent. 

By clauses 5 (6) and (c) the traveller is remunerated partly by 
commission on turnover and partly on profits, and (c) would be omitted 
if the traveller is paid only by commission on turnover; clause 5 (d) 
gives a different rate of commission for a specified class of orders, and 
clause (¢) gives another rate of commission on certain customers whose 
business may be worth more or less than the normal. Clause 8 should 
be used when the traveller’s customers are specified by name and the 
list can be revised from time to time. If commission should be paid to 
the traveller on all orders from a geographical area, a list of towns or 
counties, or a map marked so as to show the area should be attached 
to the agreement. 
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Costing and Factory Organisation 


By H. Jutros Lunt, Chartered Accountant (Hons.) 
I0 


Engineers’ Accounts 


flere application of cost accounts to businesses of this type usually 
follows the Job Cost System, with variations in sections of the 
works where special methods are applicable. 

The object aimed at is to ascertain the actual cost of execution of 
each order-as it is completed. f 

The cost divides itself again into Labour, Material and Expense. 


Labour. Methods of Payment 


(1) Time rates. 

(2) Piece rates—-with or without guaranteed wage. 

(3) Bonus methods—premium bonus, efficiency bonus. 

(4) High wage plan. 

(5) Profit sharing. 

(6) Priestman bonus. ; 

Time rates are essential where work cannot be standardised or 
classified into suitable classes or grades for piece-rating. 

Pisce rates are satisfactory provided the rates can be fixed at the 
outset at a permanent level. Rate cutting is fatal as it leads to 
curtailment of output. ` 


Bonus Payments 


Bonus methods of various types have been devised to stimulate 
production, and encourage employees to earn more than average wages, 
and at the same time to obviate any tendency on the employers side to 
reduce rates, by combining a benefit to the employer with the workman’s _ 
bonus. The workman’s objection from his standpoint is that he only 
gets a portion of the increased results from his extra labour; altern- 
atively, however, he can and does get a higher rate per hour and a larger 
total wage. 

Premium Bonus: (1) Bonus divisible to workman fixed as a 
percentage on wage earned equal to the percentage of time saved. 
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Example—Time for job, 100 hours. Wage, 2s. per hour. 


% . 
20 $E 
40 IF 
ogle 


Under this plan the workman will never earn double pay, but will 
usually have more than half of the remaining benefit; the employer 
baving in addition a saving in expenses per job through increased output. 

(2) Another plan is to fix in advance the proportion of time saved 
which shall be credited (or debited in the case of time exceeded) to the 
workman. 
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Efficiency Systems 

The object of these is to fix the minimum time in which a job can 
be done by skilled men and pay heavily for the reaching of the standard. 

The Taylor System gives a bonus of 40 per cent. on day wage if the 
standard is reached, and if that is exceeded then payment at piece rate 
plus 40 per cent. is earned. 

Médifications of this plan give the worker a graduated rate of bonuses 
commencing at 5 per cent. if output is 65 per cent of efficiency standard 
and advancing by steps to 40 per cent. when the 100 per cent. is reached. 


High Wage Plan 


This plan proceeds on a day wage basis, but at rates 40 per cent. 
or 50 per cent. above district rates with the object of compelling 
employees to use every ounce of effort, and of enabling employers to insist 
on the highest possible standard. 

PROFIT SHARING SCHEMES.—These have for their object— 

(1) Stimulating of employees’ interest in the business. 

(2) Ensuring mutual oversight to eliminate waste (both of time and 
material). 

(3) Improvement of methods by employees’ ideas. 

(4) Retaining services of employees by giving them permanent 
standing as part proprietors. 

The objections to such schemes usually lie in— 

(a) The payments being too far apart. 

(b) Bonus being too small to exercise sufficiently strong influence. 

(c) The idea that proprietors gain more from the extra efforts of the 
workpeople under the scheme than is given in bonus. 

(d) Lack of confidence in the impartiality of awards based on merit. 

The Priestman Plan, recently introduced, is to classify all work 
completed, and total weekly the gross production by weight, or by 
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measurement of volume in points. The standard weekly output is agreed 
and is subject to increase or decrease if number of employees or working 
hours are increased or reduced. Bonus is then paid to every employee 
at the rate of increase of output over standard. 


Wage Records 


Total time may be recorded by timekeepers or on time clocks and 
from such records wages totals are compiled for payment. 

Details of jobs to which time must be charged are obtained from the 
workmens’ individual time sheet issued to them daily or weekly and 
certified by the foreman in charge. 

Piece workers are dealt with by means of suitable piece work cards. 
The time card used for time recording may be ruled on the reverse side 
for detail of work done. 


TIME AND PIECE CARD. 
































Overtime . : f f 
Bonus , : 5 ` 
Total : x 


Under bonus systems this method will also be followed, the bonus 
being added to wages and the total analysed in the cost office to the 
various jobs. 3 

In machine shops on repetition work of a standard pattern, a state- 
ment of weekly or monthly production in the following form will be 
found useful for comparisons— 
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MONTH ENDING 21st OCTOBER, 1919. SHOP A, OrDER X18627. 





























; Pa Number | Actual | W, Producti Tıme | Wage 
Operation. Produc- [of Work-| Hours he per 50 hrs.| per per 
tion. | people. | worked. worker.| unt. unt. 
anas + 
hrs ako min d 
Machining 1 -| 30,000 31 5,900 11-80 2-80 
i 2 .| 29,500 5 970 50 1,521 1-97 40 
i 3 -| 29,400 9 1,690 70 3-44 51 
4 -| 29,000 10 2,050 115 707 4:24 -95 
5 .| 28,970 13 2,450 148 591 507 1:22 
Fitting. -| 28,700 6 1,180 70 1,216 2-46 58 
Grinding .| 28,500 5 950 64 1,439 2-00 63 
Inspection -| 28,300 9 1,750 175 800 3-71 1:48 
[ 88 | 16,040 | 1,042 34-69 | 8-47 
jenn 
Quantity passed : 28,000. Average total time, 37-7 min. d 
Average total wage . : i : è ; . ; . 897 
Cost of Castings @ 5s oach = unit completed . r . 64:28 
Factory Overhead Expense at % on wages. . ‘ . 21-53 
Total Factory Cost A $ . 94-78 
Material 


The lay-out of a factory necessarily demands suitable planning of the 
stores departments in relation to the work. 

(1) Rough stores conveniently situated for the receipt of raw material. 

(2) Finished stores for completed parts. 

(3) Dispatch department for finished orders. 

(4) General organisation to save time in carrying work through. 

(5) Efficient transportation. 


Stores Ledgers 


The detail work required to maintain a continual check upon the 
consumption of material may entail considerable clerical labour. It is 
useful for the following reasons— 

(1) To control waste. 

(2) To safeguard against pilfering. 

(3) To assist buying department by providing records of quantities 
used. 

(4) To assist storekeeper in maintaining the minimum stock prescribed. 

(5) To provide means of taking an inventory without closing down 
the works. 

The stores ledger may take the following form, or more elaborate 
ruling can be provided with detail for prices, supplier, values, etc., 
if desired. 

The supplies are entered from Stores Received Book after same has 
been checked from counting house invoices. On receipt of supplies, 
storekeeper enters particulars on triplicate forms in Stores Received 
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Book, sending one of the copies to the counting house purchase depart- 
ment, who will check with invoice and give instructions for inspection 
to be made as to quality ; another copy goes to the planning department, 
who will know what work the material is for, and such can then be put 
in hand. 

Index of prices including record of quotations as well as orders 
should be kept in purchase department. 

Issues of stores are only made against requisitions and from these ' 
the credits to the Stores Ledger are posted. A summary in a Stores 
Issues Book is useful for totalling. 


Requisitions 

Requisitions are of various types and should be distinguished by 
use of various coloured forms. 

(1) Sales order requisitions. 

(2) Requisitions by foremen for sundry supplies. 

(3) Tools and patterns. 

(4) Similar divisions for other classes. 

The planning department will issue in respect of each sales order a 
full detailed Works Job Order with drawings, complete instructions, 
list of material required and operations needed. Requisitions for such 
material will accompany the order, and material will be drawn from 
stores as required. 

In some of the departments where work is of a repetition character, 
foremen will prepare their own requisitions for supplies to keep their 
machines running. 

Sundry stores for general consumption, ¢.g., oil and lubricant will 
be requisitioned similarly. 

Tools are issued against deposit of requisition or tally by workman 
requiring same who will be responsible for safe return. 


WORKS JOB ORDER 
Date promised for Delivery. 


Number of Order. Date Issued to Works. 


Name 
Particulars 











Drawing No.| Quantity. | Quality ee Weight | Office oe Examined by. 














Materials required: 
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Classes of Orders 
A natural division will lie into the following groups— 


(1) Sales orders. . 
(2) Sales—repair—orders. 
(3 

( 


) Stock orders. 
(5) Works or plant extension orders. 


4) Works or plant repair orders. 

Each class of order should be easily distinguishable by colour or 
coding number. 

Stock orders are for the preparation in bulk of parts required in the 
assembly of sales orders; such parts on completion will be deposited 
in “Finished Stores.” In a factory producing standard articles they 
will form the earlier stages of almost all the work executed. 

Orders for works repairs and extensions will be carried out in the 
same manner as if the work was for outside customers; full detail of 
time and material used being recorded, 

In complicated work the use of a master card giving full instructions 
for different parts and stages with attached job orders for various 


sections (each with requisitions) may be required. The work then pro- 


ceeds from stage to stage as one job order is finished after another until 
the article is completed. At each stage the job is passed by the inspection 
department ; and at the same time the wages on each process are also 
confirmed by them. 

In the cost office the requisitions are brought in from the stores ; 
they are first priced from Counting House or Stores Ledger cost prices 
and then are posted to Dr. of Cost Ledger. 

If numerous, the requisitions may be summarised in a material 
summary for each job before being posted. 

On completion of the work the job order must be checked off to ensure 
that all requisitions are correctly accounted for; and that wages for 
all processes are charged up. 

The Cost Ledger having a separate account for each job, whether 
Sale, Stock Order, Repair Job, is debited with— 


(1) All direct purchases, detail of which is supplied from Counting 
House Purchase Analysis. 4 

(2) All direct wages as analysed to jobs in Wages Summary. 

(3) Disbursements on account of the jobs per details from Counting 
House Cash Book and Petty Cash Book. 

(4) Oncost or Factory Expense. 

Disbursements on account of special orders must be charged up 
direct to the Cost Ledger; being agreed in total with Chargeable 
Expenses Account in the Nominal Ledger. 
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Mamied Super- Tax ‘‘ Paupers”’ 
(Residence Abroad or a Legal Separation ?) 


HE ncreased cost of living, combined with crushing taxation, has 

added a further class to the “new poor ”—those who have the 
misfortune, from the taxation point of view, to be married. Any num- 
ber of persons may be incorporated as a Company and still obtain the 
relief attaching to single persons, but persons incorporated by marriage 
are treated as one, no matter how many children they may have to sup- 
port. Facilities under the Companies Acts for incorporation by matri- 
mony would seem to be the logical sequence of the present method of 
taxation. To take an example: X, a business man, has an income of 
£1,500 per annum, for which he works long and arduous years. The 
goodwill of his business has cost him £3,000, for which, having no capital, 
he has to pay ın six years by annual instalments of £500. The instal- 
ments are not allowed as a deduction for income tax, and were he single, 
X would pay in tax £281 5s. He is married, and his wife has an un- 
earned income of £1,400. Were Mrs. X single she would pay in tax 
£315. By the unjust law which taxes husband and wife as one person, 
X pays in tax £450, Mrs. X pays £420, and they jointly pay a further 
£55 for Super-tax, a total of £925, leaving, out of an income of £2,900, 
a net sum of £1,975. If single they would pay {596 5s. United by 
marriage they pay £925, a difference of £328 15s. Deducting the afore- 
said instalment of £500 from £1,975, there remains only £1,475 for 
maintenance, and X’s income of £1,500 is only worth £550 to him. If 
X dropped business and lived a life of leisure on his wife’s income, they 
would have between them £1,085. If they realised Mrs. X’s capital, 
invested it abroad and went to live abroad, they would have £1,400 
per annum free of tax, so that £75 per annum is the net benefit for X’s 
labours during the best six years of his business life. This method of 
taxation has, however, its whimsical side. If Mr. or Mrs. X have a seri- 
ous illness, or both or either of them are ordered or desire a long holiday, 
a legal separation of not less than six months will entitle them to a 
separate assessment and at once reduce the taxation to the level of 
“single bliss,” resulting in a saving of {328 15s.—sufficient to pay the 
doctor, and face the nursing home, a holiday and perhaps something 
over. The cost of the temporary separation may perhaps be a charge 
on capital. Nevertheless it is a thrifty proposition. 

192 











Mr. Howard Withey, who has had fifteen years experience as an auditor, strongly 
oritictess existing msthods of banking and offers importanti reconstructive suggestions. 
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The Money Market and British Trade 


By 8. Howard Wray, F.O1., ATAAA, LAA, 
(Continued) 


he Bank Charter Act, by putting taxes and shackles on trade and 

retarding production, has directly caused the loss to the country of 
thousands of millions of pounds. Although for purposes such as the 
settlement of foreign trade balances gold must, in the absence of inter- 
national State Banks, continue to be useful, legal tender paper currency 
for any amount for internal transactions is undoubtedly a wise and 
practicable proposition. 

Currency, whether gold or paper, is not wealth in itself, but a social 
instrument and a claim to wealth. Its value is given to it by the public ; 
it is the creation of the State, and should not continue to be monopolised 
by a comparatively small class, which is what continued banking amal- 
gamations on present lmes mean. Our currency ought to be based not 
on a certain quantity of gold, but on the needs of the people as a 
medium of exchange. 

The adoption of a coinage possessing a value in itself as a metal 
was necessary during the times when confidence and mutual trust be- 
tween one person and another was not to ie relied upon. The use of 
gold in those times was necessary. But th; huge growth of the credit 
system has changed all that and paper cur!ency is at the present time 
a necessary and safe method of finance, and the great development of 
our national trade and the necessity of commercial reconstruction and 
expansion on a large scale requires an absolutely different theory than 
the one that undoubtedly, to a large extent, was necessary and 
satisfactory when the Bank Charter Act was made law. 


Value of an Elastic Currency 


If our future monetary system is to be based on the findings of the 
“ Committee on Currency and Foreign Exchanges,” it is certain that our 
rivals for world-trade will be able gradually but surely to drive us out 
of the principal markets of the world to an extent out of all proportion 
to any question of skill, adaptability, or enterprise. The U.S.A. issued 
Federal Reserve Notes during the war, which enabled them to place 
gigantic bond issues and finance the war, and the system is to be con- 
‘tinued for the reason that the pioneers of the Federal Reserve Bill are 
convinced of the necessity of an elastic currency “ expanding and con- 
tracting according to the needs of commerce,” issued by Government 
and under Government control. Under this system a financial panic 
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of any kind is impossible because when people know that they can obtain 
currency when required, they will not hoard money. It will stimulate 
industry, provide enlarged and increasing employment of labour, increase 
output, and, by stabilising credit, will give that confidence to the manu- 
facturing and commercial community so essential especially at the 
present time. ’ 

The late Sir Edward H. Holden, Bart., Chairman of the London 
Joint and City Midland Bank, Ltd., at the annual General Meeting of 
shareholders in January, 1919, in the course of a lengthy speech on 
currency, said— 

“ If additional notes are to be issued against gold alone, then in future we shall 
be in the same position with regard to these notes as we are with regard to the 
ordinary Bank of England issue; and, should additional small notes be required, 
SA difficulties will arise as have already been experienced under the Act 

That is a good and sufficient answer regarding the recommendations 
of the Currency Committee, by a leading banker. 

With regard to the recommendation that Bank of England notes should 
be substituted for the present currency notes which have been issued by 
the Government, against securities, it is obvious that the needs of com- 
merce are much greater than “ securities,” and that no additional credit 
could be forthcoming, and such notes would not have the whole weight 
of the national credit behind them as in the case of Government notes. 
Moreover, as Sir Edward Holden said— 


“ The issue of notes against securities by the Bank of England has always been 
accompanied in the past by a Bank Rate of 10 sper cent, or thereabouts, and 
presumably this rate would be charged in future.’ 


Currency Issue According to Trade Needs 


Now the issue of money should not depend upon securities alone, 
or Bills of Exchange, or gold, but upon the FULL NEEDS OF TRADE. 
Therefore, I maintain that there is no reason why every bank and every 
post office in Great Britain should not be empowered by’ legislative 
enactment to issue currency notes to all persons requiring money for the 
purpose of industry, without any security other than the signing of a 
bond, countersigned by the local Chamber of Commerce, setting forth 
the purposes for which the money is required. In order to insure that 
the money is used for productive purposes, the Chamber of Commerce 
or the Local Industrial Council should nominate a qualified Auditor, or 
firm of qualified Accountants, whose duties would include a certificate 
and report to the bank of issue respecting the borrowers’ compliance 
with the conditions on which the money was issued. The signed bond 
above referred to should include the terms of repayment of the loan and 
the period it is spread over, accordmg to the considered opinion of the 
local Chamber of Commerce or other suitable association. 
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ro pedit behind the notes, 
In return for the guarantee and nation cr of the loarn deducted 


the Government should receive, say 4 per cen DES O S cene 


from the loan, and the banks should receive int cacmenhseguint: yent 
3 per cent. for the first year and 4 per cent. yo and the maximum 


The loan should be repayable by annual inst 
period, say fifty years. 


The Inflation Bogey 


At a first consideration, the issuing of cr 
above, would cause an einen of the currencyi e bankers and financiers 
much money in circulation,” say the critics. Th. . . 

: ; ; issuing credit, are work- 
and people interested in the gold basis system of}, . i : 
: rae f . i frightening the public 
ing up this idea of inflation for the purpose o suoni to be edocei 
and getting them to agree to allow the money Ñ. PPY f , 
: : : e that the increase 
and many people are being misled. They Rats due to inflation 
in the prices of commodities during the war peri tion’s enero; 
f rgies were 
of the currency. But during the war, half the weretapidi 
; Š . , pidty 
concentrated on making munitions of war, which, of c ad no back- 
destroyed. The money that was necessary for armamen lai 
ing as soon as the material was destroyed, and became so 
upon existing wealth. Real wealth was not being created fast eno 
to meet the claims, therefore a rise in prices was inevitable. An addition 
of purchasing power, not backed by available goods, must raise prices. 
But money issued and employed for productive purposes, reconstruction 
of industry, housing schemes, etc., would very quickly regain its former 
purchasing power. There is a very big difference between an inflation 
of the currency and an tncrease in the quantity of currency. The following 
example will prove what I mean— 

Supposing I am a boot manufacturer, paying wages to workmen in 
my employ, to the extent of £1,000 a week. Supposing, for simplicity 
only, that the village where the factory is situated to be composed only 
of the employees, shopkeepers, and a bank. Now, the reason I pay 
£1,000 in wages weekly is because the factory produces boots to the value 
of at least £1,000 per week. The villagers could not purchase their 
requirements from the shopkeepers by paying in boots, so currency 
notes are used as a medium of exchange between them. The notes are 
claims to existing wealth. I obtain £1,000 in notes from the bank to 
pay wages, and I pay the bank back when boots to the value of £1,009 
are sold by me. A villager requiring groceries, £2, pays for them in 
currency notes. The shopkeeper pays the £2 into the bank. Result, 
the notes have served their purposes as a medium of exchange. Of 
course, the shopkeeper would not necessarily pay the £2 into the bank ; 
he would probably purchase goods from another shopkeeper with it, 
but the notes would eventually reach a bank having served their 
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purpose as currency. Now suppose one of the employees printed another 
eee t them. What would happen? There would 
aang tional £1, in notes in circulation. The shopkeepers would 
realise that posites ore money than usual about and would raise 
eee oral he d demand. The pound notes of the other 
half es y with for a spending capacity of probably only one- 
of half a eir wealth. er capacity and they would therefore be robbed 
archasing power bro e currency would be inflated. The additional 
ites asd a oäüction ht about by another £1,000 not supported by 
if the output of boots ould be the cause of the increased prices. But 
£2,000, there is no ‘ doubled and the total wages paid amounted to 
WO al d not Be issued inflation”? of the currency because currency 
commodity productiorf te than boots were produced. So currency and 
The idea that ind are allies. 

reconstruction and schemes of reform in the 
ur country a place “for heroes to live in” must 
have saved sufficient money to make these things 
evolved from faulty reasoning. Reconstruction does 
; e, but expenditure on permanent national wealth. Money 
ued according to the needs of production and not according 
the amount of gold at the banks, and apparently the only leading 
British banker to recognise this was the late Sir E. Holden, who said— 
“ If they (theindustries of the country) are to wait for the savings of the people, 


which must be accumulated slowly out of the profits of employers and out of 
wages, it appears to me that our industries will be left to languish.” 
















Increased Production Our Only Hope 


A careful examination of official statistics of the production of com- 
modities in the United Kingdom and a comparison with the official 
statistics of other countries, notably the United States of America, 
clearly demonstrates the fact that unless some means is speedily found 
whereby our total, volume of trade can be enormously increased, our 
economic, position will be precarious. One danger is that the cry of 
“increased production”? may become monotonous. But it is our only 
hope. The huge majority of our people depend for their very existence 
upon trade and industry, and if we are not to smk to the position of a 
third-rate industrial nation, we shall have to do very much more than 
repeat the cry “increase your output.” We must find practical solutions 
to the many problems of industrial organisation. 

The natural resources of the United Kingdom, even if properly 
organised, are insufficient adequately to maintain more than one-tenth 
of our population. A recognition of this reveals the importance of our 
foreign trade. We are very far from being a self-supporting nation, 
and we must necessarily depend upon other countries for large quantities 
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of food and raw materials, but we certainly cannot expect other countries 
to send us sufficient quantities of these unless w°? @™° able to settle the 
trade balance by exporting sufficient qante i goods in exchange. 


Small Traders’ Dificulty in Procurd g Capital 


It is true that costs of production can be subs’ antially and effectively 
lowered by massed production on the part of lar®® companies controlling 


j oduction of up-to-date 
large amounts of capital, and also by the in of Caa a ad 








it is equally true that the world-wide need for 
only by the willing co-operation of small 
the promising and ambitious beginner to co 
the established trader in business in a modest 


, and by encouraging 
ce in trade. So far, 
y, and the beginner, 
backing so essential 








concerned, I am convinced that the average British trader lea 
way, but he cannot do the impossible. He cannot get more materials, 
or obtain more tools and implements of trade, unless he has the necessary 
capital; and hundreds of sound established businesses are undoubtedly 
hampered in this way, causing much waste of ability and labour power. 

At the present time, the trader, im order to obtain additional capital 
or extended credit facilities for business expansion or for, say, other 
purpose, must be able to give ample security to the bank of issue. This 
system, the conventional method of financing any kind of venture, has 
been rigidly enforced, in that it has been departed from only in a very 
few isolated instances, and most men of business will, I think, agree 
that it has not been the means of expanding either the volume or the area 
of our trade to anything approaching the extent possible. There has 
been no direct alliance between finance and production, and conse- 
quently such a system reviewed over any given period of time, has 
resulted in finance governing the operations of trade. Now, remember- 
ing that the primary need is one of increased productivity all round, 
it follows that the governing factors are really industry, commerce and 
trade generally. Finance, then, should be ‘the servant of commerce 
and not its master. 


Germany's Pre-War System of Trade Finance 
Before the war, Germany had a system of linking finance with trade. 
Any trade venture which promised reasonable success was assured of 
support at the hands of the German banks. This system was the means 
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her volume of trade and secured such for- 
e markets of the world. We, in this country, 
financial corporations or co-operative credit 
e German banks did and are still doing in 


are still waiting for 
institutions to do what 
Germany. 

My own personal e 
years, during which ti 
financial side of almost 
me the almost indescrib 
obtain a few hundred 


rience as an auditor, over a period of fifteen 
e I have come into direct contact with the 
very kind of trade and calling, has revealed to 
ble obstacles in front of the trader wishing to 
unds at the right time. To the small man 
ess, who cannot produce the only commodity 
manager, viz., security, the banks are of little 
ur capitalists really wish to maintain the pre-' 
de and to thogoughly justify and retain their 
untry, the problems of increased output and of 
expansion could undoubtedly be rendered easier 
of a Finance Corporation with an adequate aggregate 
000,000 arranged on a credit basis, and upon which only 









by the formati 


credit fund would enable the small established trader and the many young, 
ambitious and capable citizens anxious to commence in business to fulfil 
their proper functions in the State with benefit both to themselves and 
to the community as a whole. The local bank would be in a position 
to grant the required credit or advance the necessary cash after making 
the essential inquiries regarding character, and the Fmance Corporation 
would guarantee security. In this connection the local Chamber of 
Commerce or Industrial Council could play its part. 


Currency Inflation not Caused by Trade Advances 

Whatever considerations would have to be borne in mind by an 
arrangement af this kind, that of an inflation of the currency would not 
be one of them. ‘An inflation of the currency is ‘caused, as during the 
war, by issuing money not backed by production in the strict economic 
sense. Money advanced for purposes of trade could not cause inflation, 
but would, on the contrary, be the means of remedying to a very large 
extent, the present inflation of the currency caused by five years of 
concentration on production for war purposes. There is, of course, a 
certain amount of risk attending the process of advancing capital to 
beginners which could be reserved for by charging an initial and fixed 
rate of 4 per cent. as a deduction from the loan, so that the man desiring, 
say £200, would actually receive £192, and the deduction of £8 would 
go to the credit of an account reserved for “bad debts.” The experi- 
ence of msurance companies in this matter of risk should not be 
overlooked. 
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Regarding the details of the working of such a scheme it should be 
remempered, of course, that the rate of interest charged on the loans 
would account, largely, for the degree of success or failure òŚ the scheme. 
In practical application I am convinced that the wise coursé.would be ` 
to charge a fixed rate of 3 per cent. for the first year, and 4 cent. 
additional for, each subsequent year up to a maximum of 1 t. 
below the current bank rate. The maximum period over which repay- 
ments should be spread should be, in this case, about twenty-five or 
thirty years. In the administration should also be included the gathering 
of authentic information regarding credits for foreign buyers, thus 
satisfying another long-felt need of many business men. 


Out-of-Date Finance Root Cause of Unrest 

There is another important aspect of this question besides that of 
the immediate financing of trade ventures. The conservative traditions 
and the conventional methods of finance are undoubtedly the root cause 
of much unrest, and the most dangerous movement in this country is 
not that emanating from the pure working-class section of our people, 
but can be located to that section of our young manhood possessing 
undoubted ability and organising power, skill and excellent mental 
capacity, who, through want of opportunity and a lack of the necessary 
capital find a very small dutlet for ability, and who consequently swell 
the ranks of the revolutionary inclined, if not of the active “ socialists.” 
And this aspect is a very vital one, affecting as it does and will the very 
existence of the country as a leading commercial one. Already the 
forces of capital and labour are seen to be continually stripping for a 
fight, and in an arena strewn with gravest possibilities, and there will 
be a strong tendency for such a regrettable conflict to boil down to one 
of direct antagonism between the “haves” and the “have nots.” It 
would therefore appear to be the essence of wise statesmanship to recon- 
struct our national life as far as possible on the basis of mdividual 
responsibility and status, 1ather than to jeopardise future prosperity by 
accentuating feelings of injustice and inequality of opportunity. 

The next decade promises to be a hard and continued struggle for 
foreign trade. Already America is making a bold endeavour to secure 
a firm position in the world’s markets, and for the purpose of providing 
means by which credits can be arranged, a Corporation has been formed 
with a capital of -£20,000,000. By the granting of long-term credit 
facilities, the members of this American Finance Corporation are confi- 
dent of obtaining a good and substantial advantage over competitors in 
the present and future race for world trade. 

It is surely not too much to hope that little time will be lost in a 
determined endeavour to form a large and sound credit institution m 
this country, thereby lmking Finance with Production. 
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Ea The Sae Human Plant in’ 


p Business 


HE sensitive human plant has very little chance of success in busi- 

ness, and whilst the proportion of these fragile units is small amongst 
men, ordinary business women seem to be about equally divided between 
the reckless, take-all-risks kind and the sensitive girl, who has to be 
handled by her employers with kid gloves. The sensitive girl is usually 
the retiring sort who is afraid of her own capacity, and unless this fault 
of character is overcome she rarely makes a successful business woman. 
Carelessness, unpunctuality, slacking, and the other faults human beings 
are heir to, seem to be less general amongst girls than men, and the | 
fable about three women being necessary to do two men’s work is 
gradually becoming out-of-date. 

The fault of ultra-sensitiveness seems to be the chief failmg of the 
girl worker. No matter how good she is, this particular type of girl 
always seems to be having her feelings hurt; she takes slights where 
none are intended, and if her employer happens to come down par- 
ticularly irritable, every remark is taken to imiply that she is the culprit. 
It goes without saying that such a girl is almost useless in a busy office, 
and the problem is for many managers how to turn the sensitive worker 
into one with a little understanding of business methods. 

Almost the first step seems to be to try to take her out of herself, 
by instilling into her that you would trust her with more responsibilities, 
if she would take it for granted that nobody wished to snub or hurt 
her. A tactful explanation that it is necessary to take corrections in 
the spirit in which they are given, namely, with the idea of making the 
business more efficient, and for some time to go out of one’s way to be 
particularly nice to her, finally to show her that business does not always 
permit of one treating her in a social way, and thus gradually hardening 
her to the buffetings and storms of an office, will do much to help her 
and show her that after all business demands and insists on a frankness 
between employer and employee, which men instinctively understand. 

Girls have taken their place permanently in the world of business, 
and executives will find that they are always coming across this nervous 
type of girl, who is, nevertheless, in the majority of cases, a conscientious, 
careful and industrious worker. A little tactful talk with such a girl, 
and a quiet explanation as to the iron demands of business, will, if 
she has any sense at all, result in the evolution of a much better worker 
and more harmonious relations in the office. 

M. M. 
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Valuable advice is gwen the company secretary in this articles on a difliouli and 
teohnioal part of his work. 





The Registration of Mortgages and 
Charges 


By A. E. Tayton, Assistant Registrar of Joint Stock Companies; and 
F. D. Heap, B.A. (Oxon), Barrister-at-Law 


II 


[in thts aritcls the writers continue their sxplanahon of the steps to be taken to effect 
the regtstrahon of Mortgages and Charges created by a Limmicd Company. The 
two previous avicles dealt with (a) a mortgage or charge for the purpose of 
securing any issue of debentures | 


(b) Charge on uncalled share capital of a Company. 

A copy resolution of directors which stated that it hereby charges 
uncalled capital was registered after it had been sealed by the company 
in accordance with its Articles of Association, and duly stamped. 

Objection was raised to the registration of a Deed Poll charging 
uncalled capital to secure the imterests of dissentient members of a 
company in a reconstruction, on the ground that the names of the 
persons entitled to the charge were not stated. The objection was 
overruled by the advisers to the Registrar. 

(c) A morigage or charge created or evidenced by an insirument which, 
tf executed by an individual, would requsre registration as a bih of sale. 

The Bills of Sale Act, 1878, does not affect trust deeds to secure 
debentures or the debentures themselves (Standard Manufacturing Co., 
Lid. (1891), 1 Ch. 627). 

It was held that, although the mortgage of a ship is only registerable 
when it falls under either of the sub-heads (a) or (f), the mortgage of a 
ship t course of construction should be registered under sub-head (c). 

A transfer of mortgage which contained an attornment by a com- 
pany as tenant at a nominal rent was thought to be registrable as a 
bill of sale of any personal chattels which may be seized or taken under 
the power of distress contained in the attornment. In connection with 
this, see Section 6 of the Bills of Sale Act, 1878. 

Dublin City Distillery, Lid. v. Doherty (1914), 3 A.C. 823. ‘In this 
case, whisky stored in a warehouse of the company was pledged by 
entering Doherty’s name in the company’s books, and handing to him 
invoices and a delivery warrant. The company also issued to him 
mortgage debentures in respect of other indebtedness which were not 
registered under the Companies Acts. They were secured by a trust 
deed executed in 1895. 
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The House of Lords held (1) that the plaintiff was not entitled to 
a valid charge on the whisky comprised in the warrants; and (2) that, 
assuming that Doherty had a valid common law pledge on the whisky, 
it was void for want of registration as a bill of sale under this sub-head. 
His claim in respect of the debentures was admitted, as the security 
was conferred by the trust deed and not by the debentures. 

(d) A mortgage or charge on any land wherever sttuate or any interest 
therein. 

It is held that an equitable charge on property to be acquired is a 
fit subject for registration. 

A company lent money on a reversionary interest in shares and 
house property. It then mortgaged its interest in the mortgaged pro- 
perties to another company. The latter was held to be registrable 
as a mortgage, imer alsa, on land. 

A rent charge is registrable if it is redeemable on payment of the 
money for which it is created as security. Registration is not necessary 
if it is created by way of purchase money on the sale of land. 

In reference to transfers of mortgages, it may be noted— 

(1) Where the document is a transfer of a mortgage and the com- 
pany being entitled to the equity of redemption is a party to the deed, 
registration is not required. 

(2) Where the document is in the form of a statutory transfer and 
statutory mortgage combined, as in Form C in the Third Schedule to 
the Conveyancing Law and Property Act, 1881, registration should 
be effected, even if there is not a further advance and a fresh equity 
of redemption. The fact that the company purports to give a new or 
confirmatory charge is thought to be a sufficient “creation” to bring 
the transaction within the Section. It may be noted that a transfer * 
of mortgage at the request of a company who is a party to the deed 
is not thought to require registration, as there is no direction of a person 
expressed to direct as beneficial owner. [See Section 7 (F) (2) of this Act.] 

(3) Where the document is a conveyance of property'to a company 
subject to an existing mortgage, but the mortgagee is not a party to 
the transaction, and no covenants are not entered into by the company 
with the mortgagee, registration is not required. 

(4) The same remark applies toʻa conveyance subject to an existing 
mortgage where a company covenants with the mortgagee to repay the 
mortgage debt. The added covenant imposes no fresh burden on the 
property, but merely makes the company personally liable. 

A variation to these rulings was the case of a conveyance to a com- 
pany of the equity of redemption of property mortgaged to a building 
society. As the charge was to be a continuing security for any other 
moneys which may or shall be owing to the society under any other 
mortgage, registration was advised. 
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In a somewhat similar case, the assignment of the equity of 
redemption contained a declaration that the company should not be 
entitled to redeem the mortgage unless it redeemed every other mort- 
gage made by it to or held by the building society. Registration was 
advised on the ground that the transaction was a consolidation of 
mortgages. 

A deposit of deeds with or without an instrument of charge requires 
registration as a charge on land. 

If the deposit is made with a bank to secure an account current, 
and the deeds are handed over to another bank on payment of what 
is due to the first bank to secure a similar account with Bank No. 2, 
starting with the liability arising from the payment to Bank No. 1, 
registration seems to be proper as if the charge to Bank No. 1 had 
never existed and the charge to Bank No. 2 were the first transaction 
of the kind. 

Again, if building agreements or leases deposited to secure a debt 
of varying amount which has been duly registered are withdrawn, and 
other deeds are substituted, the deposit of the latter forms a subject 
for registration. In this connection, the case of Esberger & Son, Lid. 
v. Capital and Counties Bank, Lid. (1913), 2 Ch. 366, 82 L.J. (Ch.) 576, 
before mentioned should be noted. Although the Act requires the 
amount of the charge to be stated, it is the practice in regard to charges 
given to bankers to state either that the charge is to secure an 
unspecified amount or that it is limited to a certain amount. 

An absolute Order by the Board of Agriculture charging land belonging 
to a Company in favour of the Lands Improvement Company. The pro- 
cedure is for a company which wishes to borrow for the purpose of 
improving its lands, to apply to the Improvement Company and to 
enter into a provisional contract with that Company. The latter 
obtains a provisional Order from the Board to lend the money, and 
the matter is clinched by an absolute Order of the Board charging the 
property of the borrower in favour of the Improvement Company. 
The General Land Drainage and Improvement Company also lends 
money in a similar manner. The certification of registration stated 
that an absolute Order of the Board of Agriculture charging the 
property of .......... to secure ...... had been registered. 

Deeds of confirmation of mortgages of land which had been omitted 
to be registered were accepted for registration as mortgages on land, 
although the matter was not free from doubt. 

A company whose operations were carried on in South America, 
surrendered some of its lands to the Brazilian Government, who, by 
an Amicable Agreement, gave other lands in exchange. A mortgage 
on the old lands created by a Trust Deed of 1897 continued to charge 
the exchanged lands by yirtue of a decree of the Brazilian Government 
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of 1903, the original mortgage having been effected by “ Public Instru- 
ments” in 1897. It was thought that the Agreement fell within the 
provisions of the Section as expropriation, and consequently a shifting 
of the mortgage was effected by it. If a specific decree had been 
obtained in the matter, registration might have been unnecessary. 
The certificate of the Registrar referred to the registration of an agree- 
ment relating to an exchange of lands. An order of Court was 
necessary, owing to the statutory period of twenty-one days having 
expired. 

A “Manchester”? conveyance of property upon uses limiting to the 
previous owners of the property a perpetual rent charge, was held to 
be a fit subject for registration. This apparently is thought to be 
on a different footing to the ordinary conveyance of an equity’ of 
redemption. 

(e) A mortgage or charge on any book debts of the company. 

There does not appear to have been any direct legal definition of 
book debt. It may be described as a record of a debt entered in an 
account book: it is a chose in acion and an incorporeal right, and has 
no local situation. 

Ladenburg & Co. v. Goodwin Ferreira & Co., Lid. (1912), 3 K.B. 275. 
In this case, defendants consigned goods to South America; and, in 
order to obtain advances from plaintiffs, wrote to them, enclosing for 
acceptance their drafts in respect of certain shipments, and copies of 
bills of lading and invoices, stating therein that the company hypo- 
thecated the goods or the proceeds thereof. - It was held that the effect 
of the transaction, so far as the proceeds were concerned, was a charge 
on book debts. 

It may be of interest to know that a mortgage to secure advances 
made by the Ministry of Munitions is exempt from stamp duty under 
the Barracks Act, 1890. 

(f) A floating charge on the undertaking or property of a company. 

A floating charge is defined as a security which takes effect as a 
present effective charge on the property present and future of a com- 
pany until some event occurs or some act is done which causes it to 
settle and fasten on the subject of the charge within its reach and 
grasp. This does not restrict a company except so far as affected by 
the charge, selling, exchanging, mortgaging, or dealing with its pro- 
perty for the time being in the ordinary course of its business. In con- 
nection with this matter, it may be of interest to know that an Order 
of Court, duly stamped, was registered as a mortgage or charge on the 
company’s property, chattels, and effects present and future in favour 
of trustees for debenture stock holders. A trust deed to secure the 
same amount of debenture stock was afterwards registered. [(1904) 
H.L. A.C. 355, [Uingworth v. Houldsworth In re Yorkshire Woolcombers.] 
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In this case the assignment of book and other debts then owing 
and all future and other debts to a trustee for guarantors to a bank 
of certain overdrafts, was held to be void for want of registration. 
It may be noted that goodwill is inclyded in the term “all property.” 
[Salter v. Leas Hotel Co. (1902), 1 Ch. 332.] 

A charge created by the trustees for debenture holders under the 
powers contained in the trust deed for securing money to carry on the 
business of the company was registered as a floating charge. 

A deed charged in favour of a bank certain debentures which had 
been issued to the guarantors of the account of the company at a bank. 
The effect of other documents in the ‘matter was to reduce the charge 
given by the debentures m favour of the present holders to less than 
the nominal amount of the debentures, and it was thought the deed 
extended the floating charge in the debentures to the full nominal 
amount in favour of the bank and that registration was necessary. 

An application to register a series of income debentures, the 
principal and interest being payable exclusively out of the profits of 
the company, was refused. The debentures were to rank part passu, 
and the charge (stc) was to be a floating security. Provision was made 
for the appointment of a Receiver to take possession, in default of pay- 
ment of the principal, of the “ property charged.” The applicants for 
registration were unable to show how the “charge” effected by the 
debentures came withm the Section. 

Debentures created by a cab company were stated to rank pars 
passw as a first charge on the property and assets thereby charged, 
subject to the reservation that each debenture created a specific charge 
for the amount advanced upon the particular cab mentioned in the 
schedule thereto. It was decided that registration of a series could 
not be effected under Sub-Section 8, and the debentures were registered 
individually under Sub-Section 1. 

General Motor Cab Company entered into a bond with various 
persons entitling the latter to 35 per cent. of the trading profits of the 
company in every year—any breach of the conditions of the bond or 
‘failure to pay over the profits to involve the company in heavy damages. 
This case is governed by that of Yorkshire Woolcombers previously 
referred to. The charge is a charge on the whole of the profits of the 
company present and future. These profits are a class of assets which 
would be changing from time to time, and the business would go for- 
ward until the bondholder exercised his right to intervene and realise 
the security. 

A declaration of trust in favour of debenture holders, one debenture 
of a series, an assignment, and a supplemental trust deed were pre- 
sented for registration. The declaration was referred to in the con- 
ditions in the debenture, and the debenture-holders were to be entitled 
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to the benefit of its provisions. The view was taken that the declara- 
tion of trust, which was contemporaneous with the assignment, quali- 
fied what otherwise appeared to'be an absolute assignment, the joint 
effect of the instruments being to vest the property in the trustees as 
security for the due payments of the debentures. In other words, the 
transaction is similar to the execution of the ordinary form of trust 
deed. It was decided that, as the declaration of trust, which stated 
that certain property was held by trustees upon trust for the benefit 
of debenture-holders, purported only to make provision in future for 
a floating security, registration of the particulars of the series of 
debentures under Sub-Section 3 was all that was necessary. The usual 
certificate was issued, and no reference was made therein to the deed. 

The Court appointed a Receiver by way of equitable execution of 
patents. Counsel advised that the appointment must be notified, and 
that the Order amounted to a voluntary charge and should be registered. 
The form of notice of appointment mentioned the various patents. 
[Ridon v. Fowler (1904), 2 Ch. 93 C.A., referred to.] 

Mortgages or charges on property situate outside the United Kingdom. 

The Regulations of the Board of Trade as to the certification of the 
copies to be produced for registration under Sub-Section 1 (1) are 
Statutory Rules and Orders, 1919, No. 370, which may be obtained 
from H.M. Stationery Office, Imperial House, Kingsway, London, 
W.C.2, at a cost of one penny. This method of registration was intro- 
duced by the Companies Act, 1907, prior to which an Order of Court, 
under Section 96, was invariably necessary in the case of foreign 
mortgages. 

There has not been much difficulty in complying with these 
Tegulations, but a few exceptions may be mentioned. 

In the case of a copy which was received from abroad uncertified, 
it was decided that, as it had to be returned for certification, the 
statutory period of twenty-one days should be reckoned from the date 
of its réceipt on the second occasion. it 

It may be remarked that if the copy has not been despatched in in 
due course of post and with due diligence, the Registrar will not 
register except upon the production of an Order of Court under 
Section 96. 

Mortgages executed in England on property in Cape Town were 
registered and retained by the Registrar of Deeds there. Copies certi- 
fied in accordance with Section 10 (1) (i) of the Companies Act, 1907, 
were registered together with an Order of Court extending the time 
for registration. 

A charge on land in Serak belonging to a rubber compariy requires 
to be inscribed in a register there, the execution being effected by means 
of attornies. Two copies of the charge are issued by the Registrar of 
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Title Deeds—one to be filed in the Office (possibly for inspection, etc.) 
and one to be handed to the chargee. A difficulty arose in connection 
with the certification of the copy which was produced for registration. 
The Registrar was advised that a Government office copy was insuff- 
cient, and ultimately it was agreed to accept it if it was certified to be 
a true copy to the best of the knowledge and belief of the directors, 
who were required to affix the seal of the company to it. 

An Order of Court was also required in the following case. A 
Notarial Bond executed in Johannesburg, containing a floating charge 
on all the property of a company both such as it is already or may in 
future become possessed of without any exception, was held not to fall 
within provision (1) of Section 93 (1), as that relates solely to property 
situate outside the United Kingdom. 

Mortgage or charge created in the Unsted Kingdom on property ostside 
the Unsted Kingdon. 

A mortgage on Spanish property, prepared in Spanish form and 
in the Spanish language, was executed in London on 11th March, 1912, 
in the presence of the Consul-General for Spain, as a notarial deed. 
That official retained the mortgage, and issued, in lieu, a notarially- 
certified copy, whereupon the mortgage was duly registered, pursuant 
to Section 1875 of the Spanish Civil Code on 29th April, in the Register 
of Properties in the district in which the property is situate, and a 
certified record of that fact was endorsed on the copy. The latter was 
accepted for registration subject to an Order of Court for extending 
the time for registration. 

Mortgages on property situate tn the Stannartes. 

The duties of the Registrar at Truro, under the Stannaries Act, 
1887, hitherto discharged by the Registrar of the Stannaries Court, 
were transferred by an Order of the Board of Trade dated 22nd March, 
1897, pursuant to the Stannaries Court (Abolition) Act, 1896, to Somer- 
set House, where provision was to be made for the conduct of the 
tegistration business generally. Section 19 of-the Act of 1887, which 
provided that all mortgages, mortgage debentures, and other docu- 
ments whatsoever whereby power is given by a company to any per- 
sons to take possession of any mining effects of or on a mine shall, in 
addition to any registration thereof now required by law, be registered 
within twenty-eight days from the date thereof at the office of the said 
Registrar, in a book to be kept for the purpose, without payment of 
any fee, and such book shall be subject to the inspection of all appli- 
cants at all reasonable times; and no such mortgage, mortgage 
debenture, or other document, unless so registered, shall confer any 
priority over or title as against the claims of any person whatsoever 
for work and labour done or services performed in or upon such mine, 
or for goods and materials supplied to any company by which the said 

207 





Business : Organisation - and : Management 





mine is carried on; such registration shall not affect any priority in 
respect of wages under the provisions of this Act. 

This was not repealed by the later Act, and it is a moot point whether 
or not mortgages do not required to be registered in the County Courts 
of Cornwall as well as at Somerset House. It may be mentioned that 
these Courts have exclusive jurisdiction to wind up a company formed 
to work mines in the Stannaries. (Harvey v. Dunbar [1913], W.N. 189.) 

The authors have no record of any such registration being effected, 
although one of them has a recollection of a statement in 1905 by the 
County Court Judge at St. Austell expressing the opinion that mort- 
gages and charges created in the Stannaries should still be registered 
under Section 19. It was, however, contended in Ketlewell and others 
v. Globe Trust, Lid., that certain debentures charging property of 
Cornish Mines, Ltd., were not mortgage debentures, because they had 
not been registered under Section 19. (Financial Times, 25th Feb., 1915.) 


(To be Continued.) 
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This valuable analysis of the Report by a well-known authority on Incomes Tas 
coplains precisely how it affects the commercial interests of the country. 


The Report of the Royal Commission 


on the Income Tax 


By W. E. SNELLING, Author of Incomes Taw Practico, Facess Profits Duty, oto. 





How Commercial Interests are Affected 


r is desired that the present article should deal with the above- 
mentioned Report particularly so far as it concerns the commercial 
interests of this country. Very little reference will therefore be found 
therein to the recommendations of the Royal Commission on such subjects 
as the exemption limit, the scale of graduation, the assessment of husband 
and wife, and other matters mainly affecting the incidence of inçome tax 
by reference to the particular circumstances of the individual. 

The Report almost defes criticism by the extraordinary celerity 
with which the evidence was heard and the recommendations presented. 
It make$ one inquisitive as to which members of the Commission and its 
Secretariat the various parts of the Report are due. But in any case 
we are bound to respect the result as the production of minds which have 
a comprehensive grasp of a most complicated subject. 


No Fundamental Change in Income Tax Scheme 
ý Some of the earher reports on the income tax reveal great chasms 
between the points of view of the persons making the report and of the 
officials responsible for the administration of the tax. The 1920 Report, 
however, is written with very great regard to administrative convenience 
and possibilities. The large degree of unanimity attained among the 
Commissioners is also striking, though such unanimity is chiefly due to 
the fact that few new principles are recommended for adoption. The 
Introduction to the Report refers to the lack of agreement obtained in 
the case of earlier committees of inquiry into the income tax. The 
inquiries of 1851 and 1861 were directed to proposals for far-reaching 
readjustments of the tax, for example the suggested imposition of income 
tax by reference to capital value instead of to annual value. They were 
instituted largely in the course of political warfare. ‘No wonder agree- 
ment was not secured ! The inquiry of 1904 was addressed to six specified 
points of income tax law. The Report of 1906 dealt with the then much- 
debated principles of differentiation and graduation. Of these and 
other principles of equal magnitude the 1920 Commission says “ Leave 
them alone.” In fact, the outstanding impression obtained by a study 
of the Report is that the existing income tax structure is admirable and 
that it is only in matters of detail that alteration is required. The 
result of the Commissioners’ labours may therefore be taken to be the 
best of praise to the framers of the income tax schemes of 1803 and 1842. 
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It is surprising that the scheme elaborated in the stress of the Napoleonic 
Wars should, in general, be the scheme which the Royal Commission of 
1920 recommends for a permanent place in the British taxing system. 
The division of income into schedules ; taxation at source ; final arbitra- 
tion by independent Commissioners ; these and other essential features 
ol the original tax are recommended for continued acceptance, the most 
considerable exceptions being those which the experience of past years 
had already woven into the income tax system, long before the 
appointment of this Commission. Paragraph 14 of the Report says— 


Our recommendations, though numerous and far-reaching, do not amount 
to a suggestion for any fundamental change in the nature of the tax. As it was 
in 1842, 90 in ita easential features it should remain The tax has proved its 
worth as a part of the fiscal system in all times of stress, especially in the last 
five years, and it is by its results that ıt must be judged. We recognise, and we 
think the public will recognise, that an old-established system that has entered 
into the thoughts and business of the people of this country for several genera- 
tions should be judged, not by a theoretical standard of poasible excellence, but 
by the results which ıt has achieved. In its present form, the Income Tax is the 
outcome of more than a century’s growth Many of its imperfections have been 
corrected, many of its deficiencies made good as time has gone on. With its main 
features the public ıs perfectly familar, and even to some of its defects the tax- 
payer has by this time fairly well accommodated himself. We have made many 
recommendations for the alteration of the tax and, as we hope, for its improve- 
ment, but we have made no attempt whatever to overturn the whole framework 
of the tax and set up im its place something else bearing the same name. 


Change in the Oficial Attitude 


But while, however, the old structure is to remain corporeally 
unchanged, many of its sections are the subjects of specific recommenda- 
tions by the Commissioners. The value of the labours of the Commission 
may be best estimated if care is first taken to obtain a correct perspective 
of the circumstances surrounding its appointment. As early as 1908 
the Chancellor of the Exchequer (Mr. Lloyd George) had to decline a 
request for an inquiry into income tax anomalies, considering that 

‘inquiry would serve no useful purpose at that time. But long before 
1914 the necessity for investigation was conceded and the inquiry would 
no doubt have opened in 1915 but for the war. Between 1914 and 1919 
a very large number of questions were asked, in the House of Commons, 
as to whether the inquiry would cover various grievances specifically 
referred to from time to time. These grievances were so many in number 
and their removal would entail so large a loss of revenue that it became 
well understood that the terms of reference to the Committee of Inquiry 
must cover the whole system of assessment, collection and yield. During 
these years the anonfalies were frequently described as “ intolerable,” 
and particularly as constituting a most severe handicap to commercial 
operations. The lay criticisms were very sharp and demanded most 
extensive alterations in the laws. At the same time the attitude of the 
Revenue officials underwent a marked change. In past years the officials 
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had consistently opposed all radical changes in the income tax scheme. 
But since 1906 the Revenue Department has found that the differentiation 
and extended graduation, with the super-tax, which its official heads 
stigmatised as impracticable, have nevertheless operated with the utmost 
smoothness and efficiency. This served as a severe lesson to the Depart- 
ment, which learned that it had been in opposition to inevitable progress. 
(Back in 1852 a critic of the official evidence invited the public to “ learn 
how the routine of office warps and enchains the mind, and presents every 
change that may be proposed, however beneficial, as a thing of impos- 
sibility to carry into effect.”) By 1919 the Revenue Department had a 
much more open mind than had previously been the case. When, therefore, 
the Royal Commission sat, there was official as well as unofficial evidence 
in favour of reform. From commercial and professional associations 
came demands for extensive changes. From the Revenue Department 
came admissions that changes were necessary but evidence that the 
unofficial demands went much too far. The essential difference between 
the classes of evidence was that, as well as showing open-mindedness- to 
a considerable degree, the official evidence gave proof of earnest con- 
sideration of the various income-tax problems and a tremendous amount 
of knowledge on the subject. Against this the unofficial evidence was, 
as a whole, very poor. Much of it was given at random, and the demands 
which were made wonld be perfectly explicable if the income tax were 
payable to a foreign enemy. Much of it showed entire inappreciation 
of the necessity for the total yield of the income tax being maintained 
for common benefit, and of the fact that the granting of sectional reliefs 
would place heavier burdens on unrelieved sources of income. In fact, 
some of the unofficial witnesses seemed to regard the income tax as an 
unmitigated loss, to be cut down as much as possible. Even more striking 
than this, however, was the comparative ignorance of the possibilities of 
income tax administration shown by many of the witnesses. This was so 
evident from the start that I ventured to point out in this magazine, last 
October, that the way out of the income tax “imbroglio ” would not be 
pointed by the unofficsal evidence. 


Treatment of the Four Great Grievances 

Having therefore before them the two classes of evidence, it is clear 
that the.members of the Commission have come down heavily on the side 
of the official evidence. There has been an extensive turning down of 
the lay agitation. Many anomalies are to be remedied, but the remedies 
are almost entirely those which the official mind would have been prepared 
to grant without the appointment of an Income Tax Commission. The 
four great grievances or classes of grievances, were as follows— 

1. The extraordinary complexity of the income tax system. 

2. The “inquisitional’ nature of income tax administration. 
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3. The extent of liability, particularly the divergence between profit 
as computed under the Income Tax Act and profit as computed by 
ordinary commercial standards. 

4. The burden of Double Taxation (a) within the Empire, and 
(b) outside the Empire. 

Of the four “ grievances,” the first and second are to be very much 
worsened in consequence of the Report. The third is to be met by a 
restricted “ wasting assets ” allowance, on most other points the grievance 
being left or even emphasised. The fourth is to be met within the 
Empire. On the whole the Report will firmly establish the income tax 
according to the outlook of the official witnesses. 


Two Points of View Regarding Income Tax 


The essential character of the Report may be explained in another 
way. It is possible to regard the income tax only as a method of obtaining 
the revenue which the nation requires. From this point of view, one 
looks simply at all the income which can come under the review of the 
Revenue authorities, and attempts to spread the national tax require- 
ments over this income with as fair an incidence as possible. From 
a second point of view, however, the State is a partner in all business 
enterprise, to the extent that it takes a share of the profits of its citizens, 
From this point of view, the inclination is to foster the growth of trade 
ahd hence of individual income, even if some forbearance is necessary 
on the part of the State in withdrawing from the individual pocket its 
share of the profits. From the first point of view the State looks at the 
income and takes a part of it. From the second point of view the State 
looks at the source of the income and endeavours to ensure that the State 
shall not by short-sighted action damage that commerce from which 
alone it may secure the taxes on which it lives. I may briefly give a 
large and a small illustration of this difference in view. The large 
illustration concerns the persistent demand that foreign trade shall not 
be handicapped by the imposition of the full British tax on profits already 
taxed abroad; also that the inflow of capital from abroad to British 
controlled companies shall not be discouraged by the imposition of heavy 
British income tax on profits which arise abroad on that foreign capital. 
As an example of a smaller matter, it was submitted to the Commission 
that when a trading body erects houses for its workpeople_at a cost 
far in excess of their economic value, the capital loss should be allowed 
to be set against profits for income tax purposes. In both these cases, 
the Commission has declined to consider anything beyond the securing 
‘oftaxonincome. That is to say, it has adopted the first view just referred 
to and has not bowed to the demands of commerce. As regards the 
first and very important example, the Commission has stated— 

A careful consderation of the arguments hag not enabled us to make any 
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general recommendation, either (a) that the foreign profits of the Bntsh-con- 

trolled companies should be taxed at a lower rate than profits earned wholly 

within the United Kingdom; or (6) that British-controlled companies should be 

taxed at a lower rate on that portion of their profits (whether earned in England 

or abroad) which is distributed to non-resident foreign shareholders. (Par 38.) 
As regards the housing matter the Report says— 


We are of the ee that this ıs a question which involves considerations 
outside the scope of our inquiry, and we do not consider that the Income Tax 
should be viewed as a vehicle for dealing with any loss that may arise in this 
connection. (Par 235 ) 

As it happens, I disagree with the Report over the first matter and 
agree with it on the second matter. But my sole intention here is to make 
clear my suggestion that the Commission has taken the restricted view 
of the income tax, considering it proper to tax income as it arises, apart 
from other considerations. A few exceptions such as “the entrepot trade 
of the United Kingdom shall not be endangered ” (par. 52) serve only to 
emphasise the general rule. 


The Complexity of the Income Tax System 

The complexity of the old income tax was undoubtedly the most 
complained of grievance. The Report will add to it considerably. There 
has been no attempt to evolve a simple scheme. The Commissioners 
speak of— 

The complexity which must mevitably be present in any system devised for 
the purpose of dealing effectively with an almost infinite vanety of taxable 
capacity on the part of individual taxpayers, a variety which 13 sure to be found 
in any modern commercial and industrial community. (Par 5) 

It is difficult to show the complexity of the new scheme within the 
limits of the present article. But the imaginative mind will readily 
appreciate the difficulties of translating into administrative action such 
general directions as, for example, the following recommendation regarding 
the proposed wasting asset allowance— 

Buildings and foundations and service works include any structures (excluding 
dwelling-houges and cottages) whose utility is coterminous with the duration of 
the commercial undertaking to which they belong (Par 201.) 

There are also general directions such as the following— 


‘We recommend that all necessary legal powers should be given to the assessing 
authorities to ensure that re-computations of the life of an asset shall be made 
from time to time as often as, in their opinion, shall be necessary (Par. 203) 

See also the general note on the Double Income Tax solution— 


The administrative difficulies of grving effect to our recommendations will be 
considerable, but we believe these difficulties will be overcome. No useful pur- 
pose would, we think, be served by reviewing questions which are matters of 
administrative detail. (Par 73) 


Reference may be made also to the proposed settlement of the “ Casual 
Profits ” difficulty, which entails the empowering of a Board of Referees— 


To determine whether particular classes of transactions should be excluded 
from the scope of the tax. (Par. 92.) 
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In other words, the matter is too complicated for an Act of Parliament 
to say what should and what should not be charged to income tax and 
the powers of Parliament must be delegated to individuals ! ' 

We may leave this point, having suggested that the new income tax 
will be infinitely more complicated than the old. 


The Inquisitional Nature of the Administration 


I propose to say little with regard to the suggested transference of 
powers from the Commissioners to the officials. The evidence against ' 
such transference was so weak that the recommendations of the Com- 
mission have been foregone conclusions. Whatever may be said in 
commendation of the functions performed by the Additional Commis- 
sioners tn theory, the taxpayer is tn fact protected by these authorities 
to an almost imperceptible extent. It is much better for the public 
to be aware that the assessments are made by Crown officials, subject 
to certain limitations and always subject to appeal to local Commissioners, 
than for the public to fancy that they are protected by independent 
Commissioners who very rarely consider closely any single case except 
on appeal. 

As regards the powers to be given to the authorities the Report of the 
Royal Commission is strikingly in opposition to the contentions so 
frequently made in recent years. When one remembers the number of 
times in which Chambers of Commerce and professional associations 
have objected to the production of balance sheets one wonders at the 
complacency with which the Report has been received. Far from 
considering that the present income tax administration is inquisitional, 
the Report refers to “the imperfect means now at the disposal of the 
authorities’ for the discovery of under-assessments. (Par. 626.) In 
addition to incidental recommendations for the supply to the authorities 
of particulars regarding the nature of audits and for the obtaining of a 
stringent certificate regarding stock valuations, the Commission recom- 
mends that the Crown officials should have the power to require the 
production of both Profit and Loss Accounts and Balance Sheets, certified 
by the auditor as well as by the taxpayer. It is further recommended 
that the authorities should have power to call for further documents 
and information and for the production of the original books of accounts 
and stock sheets. In spite of the often-repeated objection of bankers 
to be made Revenue “ spies,” banks are to be required to answer questions 
as to whether or not any particular person has an account with them. 
(Par. 634.) Among other instances of increased departmental powers, 
British agents to foreign traders are to be subject to “‘ exhaustive investi- 
gation of the circumstances of trading.” (Par. 57.) On the whole, 
therefore, the future income tax is to be directed by Government officials 
possessing extensive powers, but whose decisions are largely subject to 
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the overriding authority of independent Commissioners, should the 
taxpayer mvoke their protection. 


The Extent of Liability 

The main recommendations with regard to the computation of the 
profits on which income tax is to be charged, are— 

(a) An extension of liability in the case of foreign trade ; 

(b) An extension of liability in the case of casual profits ; 

(c) The making of a restricted allowance in respect of wasting assets. 


Much could be said on each of these subjects. In brief it may be 
noted under (a) that the income from an employment exercised abroad 
by a British resident under a British employer is to be taxed if the 
employee’s absence from this country does not extend over a continuous 
period of twelve months or if the employment cannot be shown to be 
in the nature of a permanent employment abroad. (Par. 25.) Also that 
no change is proposed in the present law which renders British residents 
(persons or companies) liable to be assessed on the whole of their trading 
profits irrespective of what proportion of those profits arises abroad, and 
irrespective (in the case of companies) of the nationality or residence of 
the shareholders. If the Commissioners had felt that there was any 
necessity to recommend a change, they would have been inclined to say 
that British controlled companies should be taxed at a lower rate on 
that portion of their proftts which is distributed to non-resident foreign 
shareholders. (Par. 39.) But there is no such recommendation. The 
, decision in Egyptian Hotels v. Michell, which enabled a company to pay 
tax only on such of its foreign profits as were remitted to this country, 
provided that the management of the foreign business was entrusted to 
a local board appointed by the shareholders, is to be abrogated. Further, 
even where the trading operations of a British registered company are 
carried on abroad by means of a subsidiary company abroad, the company 
(and its subsidiary) are to be deemed to be controlled from within the 
United Kingdom, if the majority of the voting power of the company 
can be exercised in this country. No distinction is to be drawn between 
“ provable actual control ” and “ complete potential control.” (Par. 40.) 
The taxation of agents to foreign traders is to be extended to any case 
in which a British resident agent, having purchased goods in this country, 
subjects those goods to processes akin to the processes of manufacture, 
or substantially alters their condition, before shipping them abroad to 
a foreign principal. (Par. 54.) : 


Casual Profits 
As regards Casual Profits (5), it is stated to be improper to “ allow 
whole classes of sometimes highly profitable transactions to lie outside 
the range of income tax, on the narrow technical ground that the resulting 
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profits are not of a recurring character.” (Par. 88.) Professional opinion 
would have supported this suggestion for some years past but for the 
difficulty of dealing with losses on-speculative transactions. The official 
view has been that as much money is lost on “ casual” transactions as is 
gained, and that no advantage would be attained by taxing the profits 
if allowance had to be made for the losses. The Report meets the 
difficulty of discriminating between profits of this nature which are pro- 
perly taxable and profits which are not properly taxable, by recommend- 
ing that a Board of Referees should be entrusted with the powers referred 
to above. (Par. 92.) As regards the difficulty of making allowance for 
losses, it is recommended that losses from speculation in investments 
-should not be set against ordinary trading profits, salary or dividends, 
but only against subsequent profits from similar speculations. (Par. 94.) 
Losses from speculations can be carried forward to be set against later 
profit from speculations for a period of six years. There are several 
objections to this course, which seems to depart from the principle 
that “ income tax is a tax on income.” If the results of speculations are 
to be regarded as the subjects of income tax assessment, capable of 
resulting in income tax profits or losses, it is difficult to see why spe- 
culative losses should not be set against any income tax income for the 
same year, except that this would result in a loss of revenue. 


Wasting Assets Allowance 

As regards (c), it must be admitted that the subject of wasting assets 
is made difficult, first, because practically all capital is liable to waste, , 
and, secondly, because the annual waste is not capable of accurate mea- 
surement. One recognises that allowance in respect of’ the wastage of 
capital would relieve practically all taxpayers to the same extent as. 
practically all taxpayers would suffer from the consequent increase 
in the rate of tax. The wasting assets problem should, therefore, be met 
by the making of an allowance in cases of special hardship. The owner 
of the wasting assets should not receive relief equivalent to the wastage, 
but only in respect of the excess of the wastage over what may be roughly 
the wastage of all assets. The Commission has adopted this view, and 
recommends the working assumption that all assets may be taken to 
waste in thirty-five years, and that it is only in respect of the wastage 
occurring in a shorter period that allowance should be made by reference 
to the difference between thirty-five years and that shorter period. The 
principal qualification is that the allowance shall be made only in respect 
of assets which have been created by the expenditure of capital. The 
wastage of capital expended in the acquiring of rights to an income from 
any asset is not to be allowed, except where an asset situated abroad is 
first acquired from a foreign concern. 


(To be continued.) 
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“If we do not make our arrangemenis months ahead, our holidaya may be as 
disappointing as a defaulied coupon.” 


Table Talk on Business Topics 


By Dr. Erre Power, Editor of ‘ The Financial News” 


T the end of the last “Table Talk,” we were asking one another 
why we should not be able to predict commercial events—and 
especially commercial disaster—with the same certitude as we can 
forecast an eclipse. If there is law in one sphere, there should be law 
in the other. What a sensation was caused, thirty years ago, by the late 
Prof. Drummond’s Natural Law in the Spiritual World! My virile friend 
Casson has already attempted the enunciation of mathematical law in 
the business world. He takes Euclid’s axioms as his justification, and 
dec'ares that basic and unassailable truths of the same scope can be 
dscovered in the science of business. “If equals be added to equals, 
the wholes are equal,” says Euclid. That is an axiomatic truth. The 
man who cannot discern its unchallengeable verity, or thinks he finds 
a flaw in it, had better see a mental specialist. “A buyer is one who 
wants an article more than the “price,” says Casson, adding a second 
axiom that “ Price is total cost, plus profit,” and a third which affirms 
that “ Business moves towards combination.” These axioms are as 
true as their Euclidean antetypes. I see no reason to doubt that, as 
the years go on, we shall be able to propound axioms of wider sweep 
and more searching character so as ultimately to make the art of commer- 
cial forecast into something like an exact science. Meanwhile Casson 
has given us a start. “ A buyer is one who wants an article more than 
the price ”—and all our great advertising schemes, all our attractive 
shop windows, all the efforts of all our skilled salesmen, are directed to 
create a perpetual preponderance of desjre for the article as against the 
price. Casson’s own illustration is singularly vivid, yet almost borders 
on the ludicrous— 

“I once saw a millionaire Pttsburgher buy the pamting of a cow for 
£11,000. He could have bought the cow herself for £15. But the paint- 
ing had become famous. It was the only one of its kind. Everybody 
wanted it. And the Pittsburgher wanted it more than he wanted £11,000.” 

And when you are trying to sell a typewriter, your effort rea'ly is to 
bring the potential buyer into such a frame of mind that he wants the 
machine in your shop more than the money in his own pocket. 


A Mischievous Influence 
In this connection, one may throw out the suggestion, or the hope, 
that sooner or later the business world will wake up to the indirect 
damage which is done to its interests every year by the period of 
uncertainty that precedes the Budget. From the beginning of February, 
the Stock Exchange, and to a large extent the business world as a whole, 
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are overshadowed by doubts about what the Chancellor is going to do. 
Is he going to impose a tax on this commodity, or increase the tax on 
that one? Hence there is a general tendency to pause, or, at all events, 
to go slow. Just the same pernicious result is produced in the United 
States every four years by the pending Presidential election. America 
is thrown into a turmoil, and every effort at business foresight is 
obscured by the cloud of dust that arises from the scene of combat. 
We do not get the evil to quite the same extent in this country, but 
surely the time has come when a serious effort will be made to shorten 
the period of uncertainty and to eliminate altogether, as far as possible, 
the forces which it sets in operation. Suspense is a deadening thing, 
bordering upon downright strangulation in its effects on enterprise. 


Philosophy of Holidays 

We turn for a while from.grave to gay, at the moment when the 
young man’s fancy lightly turns to thoughts of love. Assuredly the 
philosopher of the dinner-table cannot pass this season of the year 
without some reflections upon holidays. For one thing, the first of the 
annual vacations is not far behind: another looms just ahead; and 
the third, and most important, is already large upon the horizon of our 
plans. In fact, it must be, for if we do not make our arrangements 
months ahead, our holiday may be as disappointing as a defaulted 
coupon. Conversely, a vacation enjoyed amid congenial surroundings 
is an addition to the capital of the holiday-maker for all the rest of the 
year. A man—or woman for the matter of that—-will do more and 
better work in a year made up of forty-eight weeks’ labour plus four 
weeks’ holiday than in the equivalent aggregate of time devoted entirely 
to the tasks of business or professional life. 


Misguided “Application ” 

Yet it is so difficult to persuade people that this is so. To be a 
“sticker,” to take no holidays—this is regarded by many misguided 
workers as a proof of their devotion, a demonstration of the largeness 
of their individual output. There is the same misguided absorption 
as was displayed by Cavendish, the great chemist, whose bankers inter- 
rupted him in the midst of some experiment, by calling on him to ask 
whether he was aware how large a sum of money was accumulating 
at his credit, and whether he would not wish some portion to be trans- 
ferred to the funds. The irate client replied that if they troubled him 
again he would remove his account altogether. This kind of thing is 
sheer mediaevalism—a relic of the ages of no change, no baths, no 
newspapers ; when men were born, worked, lived and died in the same 
house without ever travelling 10 miles away. There was some excuse 
for their obstinate conservatism. Devolution of responsibility was 
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doubtless difficult in days when business was unorganized. Transport 
was an all but insoluble problem. To convey the domestic circle, in its 
entirety, to the seaside is nowadays a comparatively simple enterprise : 
but how different even two centuries ago! Finally, there was that 
horror, incomprehensible to us but ever present to our forefathers—the 
highwayman. Not that it terrified everybody. A distinguished man 
of bygone days—Lord Berkeley, to be exact—used to boast that no 
single highwayman’ would ever compel him to hand over his purse. 
For a long time the challenge went unheeded by the gentlemen of 
Hounslow Heath and Finchley Common. Then at last, one dark 
winter’s evening, the coach was pulled up and the occupant confronted 
by a masked disciple of Dick Turpin, who recalled the challenge, stated 
that he was quite alone, and offered the usual alternative : money or life. 

“You cowardly dog!” was the reply of the challenger. “D'ye 
think I cannot see your confederate skulking behind you?” 

The highwayman really was working single-handed, but he was 
taken off his guard by the suggestion of somebody behind him, and 
turned to see who it could be. The moment was his last, for the chal- 
lenger’s pistol rang out and the highwayman fell dead. The late Lady 
Caroline Maxse used to tell the story of Lord Berkeley’s shot, and to 
the last hour of her life would always finish it with: “I am proud to 
say I am that man’s daughter.” 


A Danger Signal 


But this knack of reminiscences has carried me off the track as usual. 
What I meant to have said was that the toleration of “ no holiday ” con- 
ditions, especially by the man who is entirely his own master, is itself 
a danger signal. When business friends tell me that they don’t feel 
they need a holiday, or that they are disinclined to take one, I use to 
the utmost such arts of philosophical persuasion as I possess in an 
endeavour to convince them of the error of their ways. Believe me, 
such ideas about holidays are as ominous as a temperature of 105 degrees, 
and call for treatment just as prompt and thorough. In both cases, 
a refusal to accept the admonition will almost certainly land us on the 
edge of the precipice which overhangs disaster. Obstinate blindness 
and deafness are not merely penny wise and pound foolish, but farthing 
wise and five pound foolish. 


A Trinity of Ideals 
That point established, one might go on to write a whole philosophy 
of holidays for the business man or woman. There are at least three 
distinct ends to be attained. First and foremost is the soothing and 
calming, as a preliminary to the rejuvenation and regeneration, of body 
and mind, dulled by the ceaseless attrition of the last twelve months, 
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including that most debilitating of all ordeals, the passage through an 
English winter. That is what Mackay meant when he asked— 
Must I ever 
the hill-tops of endeavour ? 
Toaey “È need a truco myself 
From books and men, from care and pelf; 
And I will have it in cool lanes 
O’er-arching like cathedral fanes, 
With elm and beech of sturdy girth, 
Or on the bosom of grecn earth 
Amid the daisies ;—dreaming, dozing, 
Fallow, fallow, and repoasing. 

Next to the bare restoration of vigour, comes the refurnishing of 
the mind with new ideas which were not there before, the offspring 
of some novel environment, be the factors of novelty personal or geo- 
graphical. Thirdly, comes the educational aspect—that is to say, 
some addition to the stock of culture, as distinct from the mere know- 
ledge which one must possess for the successful living of a business life. 
For the attamment of the first end, one has but to seek a changed, and 
preferably a purer, atmosphere, with such surroundings, either of sea 
or country as experience has shown to be beneficial, or as mature con- 
sideration, in the absence of experience, suggests. If the other two 
considerations did not enter the problem, the task of selection should 
be comparatively easy; but there is the second end to be attained— 
unless, indeed, the circumstances be such that sheer rest—absolute 
abstinence from all effort, physical or intellectual—be the object in view. 


Out of the Commonplace 
The second purpose is the stimulus of the mind by new scenes and 

new people. It should be subjected to that wholesome invigoration 
which the Wise Man had in mind when he declared that “as iron 
sharpeneth iron, so a man sharpeneth the countenance of his friend.” 
I do not mean “ talking shop,” which is perhaps the most vicious occupa- 
tions that could be found for holiday time; but the contact with new 
minds and fresh scenes, so that the ordinary daily life is focussed afresh, 
and from another standpoint. Nothing is so energising to the mind 
as the discovery of new viewpoints, from which our interests can be 
studied in another light than that which usually shines upon them, and 
our policy, maybe, shaped in another direction. We do not want our 
tombstone to bear that unhappiest of epitaphs— 

Here les a man who never did 

Anything but what he was bid ; 

Who lived his hfe in paltry ease 

And died of commonplace disease. 
The healthy abhorrence of the commonplace is the key to the liberal- 
ising effect of foreign travel—a fact which we, as a nation, have been 
slow to learn, and slower still to profit by. Out of all the weltering 
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anguish of the last six years, there comes at least one tonic into our 
lives—a fresh compulsion to foreign travel, in all too many instances 
generated by the pathetic magnetism of a soldier’s grave, but destined 
to be of incalculable benefit to us in weaning us from age-long insular 
aloofness, and thrusting us against the giant grindstone of the world 
without. Some part of our aloofness we have lost. It is time we 
jettisoned the rest. Once upon a time, when a medical practitioner 
was recommended to go out to Australia and practise, the Scottish 
baillie who had tendered this advice was told that there was nothing 
but kangaroos there. 

“ And is na;” rejoined the worthy magistrate, whose knowledge of 
natural history was limited—‘“‘ is na kangaroos’ money as good as other 
folks’ money ? ” : 

That “howler” would never happen again. But in the course of 
my own business career, I have heard a West-Midlander allude to Kent 
as “foreign parts.” Better still, I have seen a letter from a British 
business house to a would-be client at Winnipeg, excusing the absence 
of an agency there, and stating that their representative at Montreal 
would “ run over any morning before lunch ”—the trip being 1,500 miles 
or thereabouts. ` 


A Wider Aspect Still 


Finally, there is the opportunity which every holiday affords of 
addmg to the stock of general culture. We can see places which a 
cultured man or woman ought to see. We can visit some of the great 
shrines of the race, gaze upon scenes where history had its turning 
points, or see for ourselves the real character of some district (such as 
that of the Lakes or the Broads) which are likely to be common topics 
of conversation where cultured men and women congregate. How 
much more luminous is the tale of some stirring episode in our long 
island story if we have trod the very ground where it occurred, and 
re-peopled the scene, in imagination, with the figures that once filled 
all the stage around! By the judicious distribution of my own vaca- 
tions, I have inspected every cathedral save one, visited many of the 
principal battlefields in these islands, paid homage at many a sacred 
shrine (like Stratford-on-Avon and Glastonbury), and seen at close 
quarters the life of most of our great cities. The result has been to 
confer an unexampled vividness upon my realisation of all that is going 
on around me in the seething area of social, political, and economic 
reconstruction. This is because I have studied the roots whence all 
the new movements have sprung, and have studied them, best of all 
at the several spots whence they began to sprout, and to exert a forma- 
tive influence upon the evolution of the race. And, putting questions 
of intellectual culture aside, I can truly affirm that my qualifications 
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as observer and critic of the business world have been immensely 
broadened and quickened by this first-hand knowledge of the origins, 
the nuclei, the theatres, the forces which have made us the most puis- 
sant protagonist of progress that the world has so far seen. To sum up, 
in the words of Professor Thomson, “a sane life implies a practical 
recognition of the trinity of knowing, feeling, and doing.” If there be 
an abuse of holidays (and assuredly there is), so is there also a use 
thereof, and this is IT. 


Compulsory Holidays 


A talk on holidays to a busimess audience would be incomplete 
without some allusion to the trusted employee who pleads that he 
wants no holiday, and hopes he may not be compelled to take one. 
Such self-abnegation should arouse suspicion. It may be ill-founded, 
but the facts should be probed. If a man is working some system of 
fraud, if he has been guilty of irregularities or defalcations, one of the 
first penalties he pays is the inability to leave the scene lest some stone 
should be turned in his absence and a deadly secret disclosed. In a 
certain bank, patronised by a wealthy local landowner, there was, years 
ago, a cashier, who took in all the credits. Whenever the landowner 
“paid in” only a comparatively small proportion of the money ever 
went to his credit. The rest was appropriated by the cashier. In order 
to cover up the fraud, he kept two pass-books going. One of them 
showed the account as it stood in the books of the bank: that is to 
say, it exhibited just the figures actually credited in the ledger after 
the cashier had appropriated his share. The other pass-book showed 
the account as it ought to stand, assuming that all the money paid in 
had found its way into the till, These frauds went on for years. But, 
obviously, the continuance of, the cashier’s immunity depénded entirely 
upon the one pass-book never getting into the customer’s possession, 
and upon the other never being seen by any inspector of the bank. 
In these circumstances, the defaulting cashier could never take a holi- 
day, because in his absence fatality might have supervened by the 
transposition of the pass-books, or by the comparison of the accurate 
pass-book with the “doctored” ledger. He made all kinds of excuses, 
and never went away. At last he was taken seriously ill and laid up 
for some time. Then, of course, the “fake” pass-book got into the 
customer’s hands, and he found that instead of his balance being many 
thousands, it was only a few hundreds. The result was that the cashier 
spent his convalescence in penal servitude instead of at the seaside. 
Nowadays there is a systematic change of clerks from ledger to ledger 
so that this experiment would be impossible of repetition. But it can 
be worked in the books of a business by a clever scoundrel, even if it is 
no longer feasible as a mode of fraud upon a bank and its clientele. ` -- 
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continus to press urgently for the acospiance of our views.” 





Correspondence 


To THE EDITOR or “BUSINESS ORGANISATION AND MANAGEMENT.” 


THE REPORT OF THE DECIMAL COMMISSION. 


Sır, —The Decimal Association will certainly not accept the Report of a small 
majority of the Decimal Coinage Commission as conclusive What steps they 
may take in view of the Report are not yet decided, but the following criticisms 
indicate a few reasons why it cannot be ted as final 

This is the first time aince the beginning o the agitation for decimal coinage a 
century ago that any inquiry has reported against the very principle of decimals 
in our currency. They have done this admittedly in face of the greater part of the 
evidence submitted to them, and against the long established practice of nearly 
every other country. They have not taken into account the fact that already 
eleven colonies or dependencies of the British Empire have already adopted the 
reform, and that of the remainder piactically the whole world has adopted the 
decimal principle in 1ts curren 

They take no note of the often expressed demre of our non-decimal Dominions 
both in Conference and in their local Parliaments for the establishment of the 
decimal principle in currency, and they do not acknowledge the demand of labour, 
as expressed at Trade Union Congresses, for the reform ; they ignore the frequently 
expressed wish of Chambers of Trade and large Associations of Employers, as well 
as the clearly expressed opinion of such leaders as Lord Kelvin, Mr. R 
McKenna, Lord Kinnaird, the late Sir Edward Holden, Sir Vincent Caillard, John 
Hodge, W. A. Appleton and others who have definitely expreased a strong opinion. 

They dismiss the findings of all Inquiries prior to 1856 as leas elaborate and 
comprehensive than the Overstone Commission of that year. Yet the 1853 Com- 
mittee was composed of more members, held more sittings, and examined more 
witnesses than the biassed inquiry of 1856; the 1853 Select Committee had fifteen 
members, the 1856 Commission was a notoriously biassed body of three, of whom 
seldom more than two met, and one was the prime mover of the anti-decrmal 
cause : even 80 they did not condemn decimal coinage in principle. The latter has 
over half a page, the former ten lines in the majority report. 

They quote at length the Balfour of Burleigh Committee of 1916 which gave 
little consideration to the subject , they give prominence to an academic advocacy 
of duo-decimal notation, and to a paid American partisan of non-decimal measures 
in the United States whose letter to the Press ia honoured by reference in the 
Report. and quotation in the evidence. 

They ignore the altered and daily decreasing purchasing power of the penny 
and exaggerate the difficulties attending its abolition, while giving insufticient 
attention to the advantages of having 100 logical steps between the mil and the 
florin as against the irregular and profiteer-encouraging transrtion of ninety-six 
logical steps between the farthing and the flonn. 

Yet the majority Report so far as ıt condemns the principle of decumal currency 
is only signed by eleven members as against nine in favour. 

The minority report of Lord Southwark, Mr. Harold Cox, Mr. Theodore McKenna 
and Mr. Gilbert C. Vyle represents the opinion of the community, and we shall be 
neglecting our duty to our members and to the public if we do not continue to preas 
urgently for the acceptance of their views, as against the short-sighted and 
unpopular finding of the majority - 

Yours faithfully, 
G E. M. Jonnson, 
Secretary. 
The Decimal Assocsaiton, 
229-231 Finsbury Pavement House, 
London, E.C 2. 
1st April, 1920 
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HINTS TO WHOLESALERS AND RETAILERS 


Sir,—-With reference to the article which appeared in your issue for April 
under the above heading. 

The question of time wasting is of course a very important one, and proprietors 
and managers of business houses are quite justified in usmg all legrtimate means 
to deal with the matter, but in doing so it is well to bear in mind that their staffs 
will not now accept as legitimate some of the methods which have been employed 
mm the past. 

Up-to-date employers are recognising more and more every day that the success- 
fal conduct of their business depends to a very great extent on the degree of con- 
tentment which prevails among ther staff, and ıt cannot but be obvious to all 
who have any knowledge of the present day attitude of workers of all classesto 
their employers that this attitude ıs one of increasing impatience towards any act 
on the part of the employers which they consider places undue restrictions on their 
freedom. 

The writer of the article points out that heads of departments should make a 
point of reaching the office at the same time ag the staff, and no doubt this would 
do a lot towards ensuring that the employees were both punctual in attendance 
and prompt in commencing their duties As everyone knows, the influence of a 
good example 1s a very potent one, and one moreover to which the most ardent 
devotee of freedom could not possibly object, but to start lecturing a man who 
happens to be a few minutes late occasionally on the enormous cumulative loss 
to the business which would result if, say 40 per cent. of the staff lost a similar 
number of minutes every day is not only a waste of time on the part of the 
lecturer, but a sure and certain method of arousing a feeling of resentment in the 
mind of the employee concerned, because he knows quite well that the estimated 
“loss” is quite imaginary, a very little extra effort on his part during the day 
will amply compensate his employer for the few minutes lost, and that effort will 
not be g if there ıs work to do and a destre not to be late ın getting away 
in the evening. The wise employer will recognise this, and turn a blind eye towards 
the clock when he notices that certain members of his staff are occasionally a few 
minutes on the wrong side. There are, however, in most offices a few who are 
habitually late, and certainly these should be dealt with sharply; no one can 
fairly claim always to have a legitimate excuse for being late. 

Employers of the old-fashioned martinet type will no doubt be very strongly 
opposed to these views, but I feel sure that those of a more modern pattern will 
be in entire agreement with them. 

Yours faithfully, 
DUBLIN, 1044 Apni, 1920. ANOTHER MANAGER, 
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NOTES OF THE MONTH 


HE first International Advertising Exhibition in Europe is to be 
held at the White City m November next, with the object of adver- 
tising British trade-mark goods. The exhibition is being organised by 
the Thirty Club, which proposes to spend the sum of £10,000 in order 
to ensure its success. 
* * * 

Telephone rates are going up, and the Parliamentary Correspondent 
of one London paper says that existing charges are likely to be increased 
by roughly one-third. Telephone users were warned in the Budget 
speech that it was necessary to raise at least £2,700,000 from the 
proposed increases. 

* * * 

Profiteermg has been defined by Mr. McCurdy, M.P., the Food 
Controller, as “the taking of any profit which offends the common 
conscience of the community.” In his report on the work of the Central 
Committee under the Profiteering Act he states that the books of more 
than 300 firms have been examined by accountants on behalf of the 
Government. 

* * k 

Viscount Haldane, who has recently identifed himself somewhat 
closely with the Labour Party, writes in the Daily News— 

For myself, I believe that five industries out of every six must remain under 


the direction of men of ideas and of organising capacity. It would be disastrous 
were this element to be lost or depreciated. 


* i * + 
The Marconi Company are building a small kinema theatre on the 
top floor of Marconi House in the Strand, which- will be used for purely 
business purposes. The theatre will hold about 100 people, and films 
showing the different activities of the Company and the possibilities of 
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wireless telegraphy will be exhibited to business men from the provinces 
and abroad. 
* * * 

Daylight saving is not a boon to everybody. It “hits” electric 
light companies hard, and is one of the reasons urged before a Select 
Committee of the House of Lords in favour of a Bill promoted by 
Edmundson’s Electricity Corporation and other supply companies, 
seeking powers to increase their charges for current. 

* * * 

The engineers will have nothing to do with the principle of payment 
by results, the skilled workers having rejected the employers’ proposal 
by a majority of about five to one. As the employers appear determined 
not to make any concession to the men on other outstanding questions, 
such as hours, standardisation of wages, night shifts, etc., dependent 
upon the acceptance of this principle, there is prospect of trouble in the 
engineering trade. 


* * * 


The Threatened Cotton Strike 


The policy of conciliation scored a notable victory in the cotton 
trade last month, when the threatened stoppage was safely averted 
largely through the efforts of Sir David Shackleton, Chief Adviser to the 
Ministry of Labour. The original demand by the spinners, card-room 
workers, and weavers was for an all-round advance of roughly 60 per 
cent., and when this was promptly refused they voted in almost 
unanimous fashion for a strike. Wiser counsels have, however, prevailed, 
and the spinning sections, comprising 90,000 operatives, have agreed 
to accept an advance of 284 per cent. over current wages. A similar 
settlement was accepted by the weavers, with the slight modification that 
those employed in the higher paid subsidiary processes receive 6 per 
cent. less. These concessions will, it is stated, add over {15,000,000 to 
the wages list of the industry. 


* * * 


Sir Charles Macara’s Scheme 


It is a matter for regret that Sir Charles Macara’s interesting proposals 
for settlement on a profit-sharing and co-partnership basis were not 
given official encouragement. Ifthe present financial strmgency persists 
it will become increasingly difficult to finance the industry on a scale 
proportionate to its magnitude, and’ these proposals which would have 
had the effect of retaining the present exceptional profits for use in 
financing future operations, would have gone far towards overcoming 
a difficulty with which big manufacturers are already familiar, and which 
is likely to become more serious in the future. 
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There has been notorious gambling in cotton shares during the last 
few months, together with tremendous inflation of capital, as a result 
of the huge profits made in the industry, and the recent crisis serves as a. 
sharp reminder that the operatives are determined to have a share in the 
spoils. At present the cotton trade is on the flood tide of prosperity, 
but it is as well to remember that boom conditions do not last for ever, 
working costs are not likely to decrease, and in view of the punitive 
nature of present and prospective taxation, the lasting prosperity of 
many heavily capitalised concerns appears exceedingly doubtful. 

* * * 


Company Promotion and the Demand for Capital 

The extraordinary demand for fresh capital to meet the requirements 
of booming trade, rising prices, and high working costs is strikingly 
illustrated by some instructive data issued by the London Joint City 
and Midland Bank. This authority states that the new capital issues in 
April amounted to £45,795,840, bringing the aggregate for 1920 up to the 
enormous total of £192,811,487. These figures include all Government 
and municipal borrowings. For the whole of 1913 the total publicly 
applied for was £242,139,000, and whereas only £44,500,000 of this 
amount was for home requirements, no less than {171,687,000 of the 
figures for January-April was for British needs, and of this amount 
£167,725,000 was required for industrial purposes. During the first 
quarter of the current year English company registrations totalled 3,722, 
the initial nominal capital aggregating nearly £280,000,000. This 
compares with a total of 1,852 registrations during the first four months 
of 1914, with a capital of £39,500,000, and gives an idea of the 
unprecedented development in the promotion of companies during the 
last few months. 





* * * 


The Health Department 

Important public companies in America have found that they can 
effect considerable economies and add to the efficiency of their staffs by 
the establishment of a Health Department, and the idea has much to 
recommend it over here. A writer in the Datly Masi says that eighteen 
months ago the head of a great American trading concern discovered 
with the aid of his auditors and a medical man that the total loss through 
‘sickness in the whole organisation was running into thousands of pounds 
a yegr, and was astonished to learn that 74 per cent. of this loss could 
have been avoided through simple precautionary measures. Now the 
big business firms, led by such firms as the Metropolitan Life Assurance 
Company, with 6,000 employees, and the National City Bank of New 
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York, with 3,000 employees, are adopting the Health Department so 
rapidly that it is evident that here is a great new factor in business 
economy. The Health Department examines every applicant for 
employment from the point of wiew of physical suitability, and for 
‘infectious and contagious disease. Every member of the staff is examined 
twice a year, so that approaching disease may be checked by timely 
measures. It encourages individual attention to health. The depart- 
ment is consulted where another department or an individual develops 
inefficiency, so that working conditions may be investigated and if 
necessary corrected. There is a rest room and dispensary under its 
direction for emergency treatment, and special care is taken of run-down 
or anaemic cases. Big results in increased efficiency, permanency and 
loyalty of the working staff are reported. 

° 


= * * 


Scientific Management and the Housing Problem 

In view of the desperate shortage of houses, and the inauguration of a 
national campaign to popularise the issue of Local Housing Bonds, 
it ig difficult to understand why the mechanical contrivances and the 
scientific management of labour, which have proved so phenomenally 
successful in increasing production in the American building trade, 
have not been generally adopted in this country. According to Professor 
Stanley Kent, of Manchester, by the use of special scaffolding and a 
fountain-trowel, accompanied by the practice of ‘‘ motion study,” the 
man who now sets 600 bricks a day might set 1,800. By means of 
spray painting, which was introduced into America more than twenty 
years ago, a man can paint the walls of a fair-sized room in twenty 
minutes, and do it better than four men with brushes employed for 
half-a-day. Why are these advantages deliberately rejected by British 
labour? One writer ascribes it to the fear of unemployment, and says 
that until some scientific preventive of unemployment is found, which will 
remove the fear that mechanical improvements will prejudice his chances 
of future employment, the British workman, will never welcome them. 

* * * 


Bonus Shares and Super-Tax 

Few people realise the extent to which one particular phase of company 
finance has developed during the war period. We refer to the distribution 
of bonus shares. A financial contributor to the Observer calls attention 
to the fact that well over. £100,000,000 have been distributed by way of 
bonus shares since the war. He points out that two main factors con- 
tributed to this flood of bonus issues. The first was the need of many 
concerns for fresh working capital, due to the Government’s prohibition 
of public subscriptions for ordinary industrial purposes, in order that 
funds might not be diverted from the War loans. The second factor 
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came into play somewhat later, when many companies which had made 
huge profits and declared record dividends, increased the allocations 
of income to reserve, and subsequently funded them in order to reduce 
the rate of dividend. Apart altogether from the wisdom of this inflation 
of capital, which represents a radical departure from former conservative 
methods of finance, these bonus distributions have become so extensive, 
that the Inland Revenue Authorities claimed that they should be treated 
as income, and were therefore liable to super-tax. A test case to decide 
this important question was taken before the Court of Appeal (Commss- 
stoners of Inland Revenue v. Blo#), which, on 3rd May, upheld the judg- 
ment of Mr. Justice Rowlatt that bonus shares were not to be treated as 
income and were not subject to tax. There the matter rests for atime, 
but there is little doubt that forthcoming legislation will make sure that 
super-tax shall be paid upon bonus shares and undistributed profits: 
The Report of the Income Tax Commission leaves little doubt that this 
form of evading liability to taxation will be effectually countered. 


* k o * 


Budget Reflections 

Business men are unusually bitter in their criticism of the Budget, 
and though they are prepared to admit that Mr. Chamberlain has handled 
a difficult situation with undeniable courage, they remain unconvinced 
of the necessity for such severe treatment as has been meted out to the 
trading interests of the country, when the landowners have been allowed 
to escape almost scot free. Resentment has crystallised around the 
Excess Profits Duty, which heavily penalises the many new companies 
that have been recently established. This has been sharply criticised 
by Sir E. Edgar Mackay, head of Sperling & Co., as a breach of faith, in 
view of the fact that last year when reducing the tax from 80 to 40 per 
cent. Mr. Chamberlain freely admitted its many imperfections and gross 
unfairness, and led the business community to believe that this year 
it would be repealed. Mr. Chamberlain does not deny this, but is 
unrepentant ; and in fact, he confesses to having made a mistake when 
he reduced the tax last year. It is so valuable as a revenue producer 
that in the present state of the country’s finances he cannot afford to drop 
it. This does not help the unfortunate plight of many young companies 
who, in the confidence that the obnoxious tax would be repealed, have 
gone forward with ambitious programmes which would not have been 
considered if the continuance of the tax had been foreseen. 

* * * 


Concessions. to Small Traders 
` True, substantial concessions have been promised to “the small 
man and the new man,” but it remains to be seen whether, when the 
Finance Bill is introduced, they will afford an adequate measure of relief, 
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and they can hardly do so unless the incidence of the Excess Profits 
Duty is radically modified. There has been comparatively little criticism 
of the new 5 per cent. Corporations Profits Tax—an important innovation 
which will probably become a very large revenue producer in the future— 
but it is difficult to see any reason for the discrimination made in favour 
of private as against limited companies. The tax will be imposed on all 
the profits less {500 remaining after deduction of Excess Profits Tax 
(if any). Thus, Excess Profits Duty will be treated as a working expense 
in arriving at the profits chargeable to the new tax. In order to meet 
“hard cases,” however, it has been arranged that the tax shall never 
exceed 10 per cent. on the profits available for the Ordinary shares. When 
the 2d. letter postage, the shilling telegram, the increased duties payable 
on the capital of a company on registration, are added to the above main 
proposals, it will be seen how heavily the business community has been hit. 


* *- + 


Alternative Proposals 

Criticism of these Budget proposals is largely vitiated unless alternative 
methods of taxation are suggested, which would raise the necessary 
money in less objectionable ways. The levy of an all-round profit 
tax on Schedule D returns has been suggested by the Associated Chambers 
of Commerce, in lieu of Excess Profits, and this, which would cover both 
limited liability companies and private firms, and is in reality merely an 
extension of the principle of the Corporation Tax, has been widely 
supported. Another method of replacing Excess Profits, as the Govern- 
ment has been sharply reminded, is by the exercise of drastic economy. 
A definite lead in this direction is badly needed by the whole community. 
If all unnecessary expenditure were cut down, if useless departments 
such as the Land Valuation Department, and unnecessary departments, 
such as the Labour Exchanges, were abolished, the burden of taxation 
would be sensibly relieved, commercial enterprise would be encouraged, 
and the many new enterprises which are helping to swell the volume of 
national production would be less seriously handicapped. 


* * * 


The Double Shift in Banking 

The principle of working in double shifts, so far as the internal business 
is concerned, has been adopted by the Anglo-South American Bank 
in the City, in order to cope with the growth of their business and the 
lack of office space which prevents them from providing more accom- 
modation for the clerical staff. Under this plan the working day will 
be extended so as to run from 8 a.m. to 10 p.m., and in this time the 
two shifts will be employed. It is pointed ont that the business of the 
Anglo-South American Bank probably lends itself to the double-shift 
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form of working more than that of a great clearing bank, but there is 
no question that the innovation will be watched with great interest 
not only by other banks, but by many commercial firms in the 
City, where the business housing problem is probably quite as acute as 
private individuals find it in the suburbs, 


* * 


How to Banish Monotony from the Factory 
The valuable work which is being done in the field of experimental 
industrial psychology has considerably modified our ideas concerning 
the nature and causes of fatigue. Progressive employers, works managers, 
and departmental heads generally cannot afford to neglect the mass of 
interesting data which is available to students of this important subject, 
which, indeed, is very closely wrapped up with the question of how to 
secure increased output. We know that one of the most fruitful causes 
of fatigue, which is primarily nervous and not muscular in origin, is 
monotony of occupation, and the problem is how to invest tasks of a 
more or less routme character with such a degree of interest as will be 
sufficient to hold the continuous attention of the worker. When that 
spirit of unutterable boredom which results from the wearisome 
repetition of one particular task invades the individual, all keenness 
and interest in his work disappears, and it is easy to understand how he 
becomes for the time bemg unprofitable both to himself and his employers. 
The Medical Correspondent of The Times attributes much of the present 
labour unrest to the “ deadly monotony ” of a good deal of present-day 
employment. Various methods have been tried with the object of 
banishing monotony. A Bath laundry has recently mtroduced a 
gramophone to stimulate quicker work, and it has been found that the 
girls scrub and iron quicker to the tune of popular ditties than without. 
Short rests at intervals are common in many large workshops and have 
been followed with good results on production. ‘‘Serious attempts 
are also being made,” says the Times Trade Supplement, “to vary the 
actual task performed so that a man shall do two or three things in a day 
instead of only one, or shall work alternate days at different tasks. This 
is a definite reaction from the system of industrial specialism which 
seemed to promise such a high grade of efficiency, but which, in point 
of fact, is surrounded by dangers of all kinds. The immemorial ideal 
of joy in one’s task is by no means unattainable even in modern industry 
with its standardised methods.” 


* * * 


“The Fuel Engineer ” 
Comparatively few firms in this country have so far recognised the 
vital importance of fuel economy as to appoint an experienced man 
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definitely charged with the duty of overlooking the consumption of” 
fuel in the factory, preventing waste, and of investigating the most 
economical and efficient methods of combustion. Considerable progress 
has been made in these methods during the last few years, and un- 
doubtedly the saving that could be effected by such an expert in works 
of any size might easily amount to thousands of pounds per annum. 
In these days of ever rising prices of coal, coke and oil the apathy of our 
manufacturers in this direction is difficult to understand. In the States 
they have long realised the importance of fuel economy. Most of the 
larger manufacturing firms have definite positions held by men trained 
in fuel economy and power efficiency, and the value of the work carried 
out by these engineers is out of all proportion even to the very remunera- 
tive salaries attaching to their posts. Mr. L. C. Harvey, a well-known 
fuel expert, who in 1918 carried out an important investigation in 
America as to the use of pulverised fuel, invariably obtained his 
information from the records kept by these “Efficiency” or “ Fuel 
Engineers.” 

A cursory overhaul of fuel-using plants and the imstallation of 
combustion instruments alone would often result in the saving of 
thousands of pounds per annum, and the economy of large quantities of 
fuel. Carbonisation processes, pulverised coal systems, and the new 
fuel “ colloidal oil,” are destined to be of immense importance to industry 
throughout the world says The Datly Telegraph. Probaby 10,000,000 
or 20,000,000 tons per annum of so-called waste fuel could be efficiently 
burned in this country in pulverised form or mixed with oil. ` 


* x * 


The Statutory Limitation of Profits 


The statutory limitation of profits is not a new principle m business 
economics, but since its application’ is steadily undergoing extension, 
and since it is being vigorously advocated in certain quarters as a Means’ 
of combating trusts and reducing prices, it is a principle with which 
business men are likely to become unpleasantly familiar in the future. 
As is well known, the profits of Gas Companies have been limited for 
years, and they are prevented from increasing dividends beyond a 
stated amount without at the same time lowering the price of gas to 
the public: That this compulsory limitation has, owing to the pressure 
of economic conditions, left the Gas Companies and their shareholders 
in a very unfortunate position at the present time is undoubted, but it 
is capable of adjustment, and does not necessarily affect the principle. 
Again, the compulsory limitation of profits applied to controlled 
establishments by the Government during the War will be remembered. 
The limitation of profits on a scale sliding with prices—the gas company 
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principle, in fact—is suggested by Mr. G. D. H. Cole as one of the most 
effective means, short of nationalisation, of dealing with profiteermg 
trusts, and more may possibly be heard of this idea. It should be noted 
that in introducing the Profiteering Act (Amendment) Bill, on its second 
reading in the House of Commons, Sir Robert Horne stated that Clause 
I had been specially designed to obtain the help of trading organisations 
in limiting the profits to be allowed on the manufacture or distribution 
of particular classes of goods. Such a scheme, he said, was already in 
operation in the boot and shoe trade. Such straws as these, it may be 
added, frequently indicate the direction of powerful undercurrents of 
public opinion. 
* * * 


The Industrial League and Council 

The useful work which is being carried on by the Industrial League 
and Council deserves more than passing notice, and it is encouraging 
to observe the increasing success which is attending the vigorous efforts 
of its promoters. The League has recently moved into new and more 
commodious headquarter offices at 82 Victoria St., S.W. Both the 
Joint Presidents, (the Right Hon. G. H. Roberts, M.P., and the Right 
Hon. J. H. Whitley, M.P.), attended the meeting which was held to 
celebrate the opening of the new premises, and interesting details were 
afforded by the speeches of the progress of the work with which the 
League is associated. There are now over fifty Joint Industrial Councils 
in existence; they are being born at the rate of one a week, said Mr. 
Whitley, and they represent as many different industries, in which close 
upon 4,000,000 workers are engaged. These “ Whitley” Councils have 
done an immense amount of good in preventing troublesome industrial 
questions from reaching the acute stage, and Mr. G. H. Roberts justly 
claimed that while the industrial situation was still very unsettled, 
but for the work of the Industrial League and Council the situation 
would be a great deal worse. Flourishing branches of the League exist 
at Leeds and Birmingham. The educational work of the League is one 
of its most valuable features, and the various lectures which it has 
organised in London, Birmingham and Leeds on various phases of 
Scientific Management have attracted much public attention, and done 
good service by spreading a knowledge of the real difficulties which beset 
the path of modern industrial administration. 


* * * 


W orks Libraries 
The establishment by enterprising firms of works libraries, containing 
a representative collection of books of a scientific and technical character, 
in order to meet the special requirements of their employees, would 
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appear to be a mutually profitable form of welfare work. In view of the 
limitations of the Free Libraries, special commercial libraries have been 
found necessary at Leeds, Liverpool, Bristol and Birmingham, in order 
to cater for the needs of commercial men. The works library would seem 
. to be a normal development of this idea. It has been pointed out that 
one of the principal difficulties would be the selection of suitable technical 
books, but this difficulty will be entirely obviated shortly through the 
enterprise of the British Science Guild (6 John Street, Adelphi, W.C.). 
This influential organisation is preparing for publication a comprehensive 
classified list of Standard and modern British books in all branches of 
science and technology. Full details as to publisher, price, size of 
volume, number of pages, and date of edition will appear in this unique 
catalogue which, when completed, will serve as an admirable guide for 
Works and Commercial Libraries. 


* * * 


Accountancy as a Profession 


A noteworthy presidential address was delivered by Mr. J. W. Wood- 
thorpe at the annual meeting of the Institute of Chartered Accountants 
on the 5th of last month. The Institute has now been in existence 
for forty years, and its influence during this period in raising the status 
of the professional accountant can hardly be exaggerated. That the 
honourable position which he flow enjoys is largely due to its valuable 
work cannot be doubted. The membership now numbers 5,079, and 
it is satisfactory to note that from the number of candidates entered for 
future examinations this membership will soon be considerably aug- 
mented. Mr. Woodthorpe anticipated that in five years’ time the 
Institute would have not less than 7,000 members. The President did 
not hesitate to emphasise that the high standard to which the profession 
had been brought entailed corresponding responsibilities, and he urged 
the members to be careful not to exceed their duty and to certify as to 
facts only. During the year a member had been suspended from practice 
for giving a certificate based on estimates and prophesying as to future 
results. Two or three cases had occurred in which members had allowed 
their names to be inserted as advertisers in classified trades directories’ 
lists at the end of telephone directories. During the year Miss Harris 
Smith, who had been in practice as a public accountant since 1878, had 
been admitted to Fellowship, and occupied the proud position of being 
the first and only woman chartered accountant in the world. 








Read this story of the famous Hudson’s Bay Company’s development. It is one of 
“ fascinating and absorbing interest ''— a veritable romance of commerce. 





The Hudson’s Bay Company 


1670-1920 
By 8m Wuru Sosoonina, K.B.E. 


T the spring of 1652 a boy of seventeen set out for a day’s hunting from 
the Fort of Three Rivers on the north bank of the St. Lawrence. It 
was a dangerous game, for the Iroquois swarmed in the neighbourhood. 
The day’s hunting was successful but in the end the lad was captured 
by the Indians; he put up a good defence and won the respect of the 
tribe with the result that his life was spared. He attempted escape 
without success, and later had an opportunity of gaining his freedom, 
which he refused to accept. The boy was Pierre Radisson ; he and his 
brother-in-law, Groseilliers, were destined to travel much among the 
Indians, to explore unknown parts of Canada, and to influence the forma- 
tion of the Hudson’s Bay Company, which is at present celebrating the 
250th anniversary of the granting of its Charter by King Charles IT. 


A Wonderful Story 


The whole story is one of fascinating and absorbing interest. The 
civilised world at that time was living in an atmosphere of new and 
larger ideas. The advanced countries of Europe were seeking colonies 
in the New World. The Royal Society had but recently been established, 
and the Royal Observatory at Greenwich was founded by King Charles 
for the purpose of making observations which would facilitate the 
navigation of unknown seas. The Great Fire of London happened just 
previously, and the rebuilding of London coincided with the birth of the 
Hudson’s Bay Company, which was to do so much for the discovery and 
development of Canada. 

Great enterprises were to the fore and the recognised method of those 
days was the granting of a Royal Charter. Limited liability companies 
had not been thought of, and these adventures were for the most part 
beyond the resources of private individuals. In England, France, and 
elsewhere Royal Charters were freely given ; they provided a machinery 
and a method of working, but were unable to guarantee success. This 
could come only from honest and able management, and from that 
continual adjustment to new conditions which is essential to vitality. 
Many of the Charters were revoked after a few years, while others came 
to an end through the failure of the undertakings. 


Development of the Fur Trade 
The Charter of King Charles declared “ The Governor and Company 
of Adventurers of England Trading into Hudson’s Bay ” to be “ the true 
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and absolute lords and proprietors ” of a vast and unknown territory. 
Powers were given to the Company to make laws, impose penalties and 
punishments and to judge in all causes civil and criminal according to the 
laws of England. It was authorised to employ armed force, appoint 
commanders and erect forts. The Company did but a few of these 
things, it worked by better and more successful methods. Its chief 
concern was with the fur trade. Year by year it sent small vessels across 
the Atlantic loaded with “ outfits,” consisting of guns, gunpowder, 
hatchets, knives, and other articles that would be of practical value to 
the Indians with whom they were exchanged for furs. For the purposes 
of the fur trade this system of barter is still continued, being facilitated 
by a sort of temporary currency. Tokens of one kind or another have 
been used from time to time and in terms of these tokens the trader at 
the posts assigns the value of the furs brought in by an Indian, who is 
given lead tokens, or sticks, or quills, representing the value of his furs. 
He looks round the store for the articles he desires, and hands over the 
tokens in payment ; never by any chance does he leave the store without 
having exhausted the whole of his temporary currency. 


The First Voyage 

The first voyage to Hudson Bay in pursuit of furs was made by the 
Nonsuch in 1668. Prince Rupert, a cousin of the King, and a leading 
figure on the Royalist side in the Civil War, inspected the vessel in the 
Thames before it sailed. It crossed the Atlantic, and passed through 
Hudson Strait and Bay, and anchored in James Bay at the end of Sep- 
tember, 1668. Here a Fort was built, and the voyagers spent a long and 
dreary winter finding the cold excessive and “‘ nature looking like a carcase 
frozen to death.” But in April the ice swept out of the river with a roar, 
and by June the heat was almost tropical. The travellers had been 
doing an active trade with the Indians, and returned to England with 
a large quantity of furs. It was the success of this journey which led to 
the granting of the Charter on the 2nd May, 1670. The first Governor 
of the Company was Prince Rupert, and at his death he was succeeded 
by the Duke of York, who became James II. On the Duke’s accession 
to the throne, Lord Churchill, afterwards the famous Duke of Marl- 
borough, became the, third Governor of the Company. Many famous 
names appear in the list of the Company’s Governors, and in recent 
times the position has been occupied by the Earl of Kimberley, the Earl 
of Iddesley, Mr. G. J. Goschen, and Lord Strathcona. The present 
Governor is Sir Robert Kindersley. 


Control of the Company 
Throughout its history the main direction of the Company has been 
from London, under the control of men concerned with affairs of State 
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and prominent in the financial and commercial world. They have applied 
their knowledge and breadth of view in dealing with native tribes and in 
the development of anew country. For the most part they regarded the 
Company as a trading corporation, and it is a fact of much significance 
that, in working for their own industrial success, they have been mainly 
instrumental in the discovery and development of the great Dominion 
of Canada. 

No one could possibly have foreseen 250 years ago, or for a long time 
subsequently, the great consequences that were to follow from the first 
voyage of the Nonsuch, and from the endeavours to make financial profit 
out of the fur trade. 

For many years the Company was content to establish trading posts 
only on the shores of Hudson’s Bay, and the Indians brought their furs 
by long and trying journeys, mostly in birch-bark canoes down the rivers 
of Canada. There are many rapids and waterfalls, and it was constantly 
necessary to put ashore and carry the canoes and their contents past these 
unnavigable obstacles. The dangers from hostile Indian tribes, from 
the weather, and from hunger were considerable, and frequently the 
Indians had to abandon part of their load retaining only the more, 
valuable furs. 

The Company, however, was not left free to enjoy the monopoly 
which the Charter purported to convey. There were others engaged 
in the fuar trade, many of whom were financed by French merchants at 
Montreal. These and the half-breeds associated with them refused to 
acknowledge the authority of the Charter of the English King. They 
constantly endeavoured by every means in their power to prevent the 
Indians going to the Hudson’s Bay posts and to obtain the trade for 
themselves. « 


Difficult and Perilous Journeys 

Partly for the development of the fur trade, partly for the purposes 
of exploration, which was one of the objects for which the Charter was 
granted, the Company’s servants went on difficult and perilous journeys ; 
surveyed to some extent the territory assigned by the Charter, and 
gradually established trading posts in the interior of the country. One 
of the earliest of these explorers was Samuel Hearne. He set out from 
Fort Prince of Wales to explore unknown lands and to discover, if he 
could, the North West Passage that was supposed to lead directly to 
China. After two failures, he attained a large measure of success on a 
third venture. He reached the Coppermine River and travelled down 
it to the Arctic Circle and the Arctic Ocean. Many other journeys to the 
far north were undertaken or assisted by the Hudson’s Bay Company. 
Much that was expected was not realised, and mych that was not.looked 
for brought consequences of far-reaching importance. 
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Conflicting Interests Amalgamated 


For the first 150 years of the Company’s existence there were almost 
continuous conflicts with the French, especially in Hudson Bay and on 
its shores. The various rivals which existed at different times became 
merged into the North-West Company, an organisation of great efficiency, 
which was none too scrupulous in its methods, which was seldom trusted 
by the Indians. Had it continued, it might perhaps have ruined the fur 
trade by exterminating the fur-bearing animals through permitting cap- 
tures during the breeding season, a course against which the Hudson’s 
Bay Company steadily set its face. In the early years of the nineteenth 
century the two rivals came near to ruining each other, but in 1821 an 
amalgamation was arranged, and the servants of the two companies in 
Canada were blended into an efficient and successful whole under the 
able guidance of Governor Simpson. He was one of the strongest cha- 
racters in the history of the Company; he travelled over the whole 
territory, reorganised the Forts, held conferences with the traders and 
others and harangued the Indians. He observed great state and ceremony 
in his journeys ; paid shrewd attention to all business details, and quickly 
restored the prosperity which the rivalry between the two companies 
had threatened to destroy. 


Indian Justice 

In its dealings with the Indians the Company was invariably just, 
though of necgssity stern. “A life for a life” was an accepted motto 
with the Indians, and the servants of the Company had to act upon it 
unless they were to fail to obtain the necessary influence and respect. 
- Many times a frader or a clerk would go single-handed to an Indian 
encampment, shoot the offender who deserved death, and walk away 
unmolested. Each servant of the Company knew that his own safety 
and that of his comrades depended upon the maintenance of a discipline 
that could not be questioned. 

The Company, however, always treated the Indians well; supplied 
their needs ; brought them many of the advantages of civilization and, 
with the exception of trifling outbreaks, maintained an uninterrupted 
peace, though nothing approaching an armed force was ever maintained. 
The Indians would often travel long and difficult journeys in order to 
trade with the Company instead of with its rivals. Their state of mind 
was expressed by an Indian who spoke to his fellows on one occasion 
when, reaching a rival trading post, they found it had been deserted 
and the Indians were stranded. He said, ‘‘ There are traders on the 
bank of the great lake yonder (Hudson Bay), who are never absent, 
neither in our time, nor in the time of our Grandfathers and Great- 
Grandfathers. They are like the rock which cannot be moved, and they 
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give good goods and plenty, and they are always the same. If you are 
wise you will go hence and deal with them.” 

In the early years of the nineteenth century the Company in one way 
and another had much to do with the Earl of Selkirk’s attempt to estab- 
lish the Red River settlement near the Winnipeg of to-day, and in the 
middle of the nineteenth century some attempt at colonisation was made 
in the island of Vancouver. These efforts in connection with settlement 
were, however, mere incidental episodes in the Company’s history, the 
main concern being with the development of the fur trade. 


The Company and the Dominion 

After 200 years from the granting of the Charter the white population 
of the Canadian west had grown considerably and they naturally desired 
to govern themselves rather than remain under the control of a corpora- 
tion, however wise its rule. An agreement was ultimately come to 
whereby the Company agreed to cede to the Queen of England a large 
part of its territorial rights under the Charter. These were: forthwith 
transferred to the Dominion of Canada. The Dominion paid the Company 
a substantial sum of money and allotted to it one twentieth part of the 
“ fertile belt ” which was to be defined and surveyed. There were some 
who saw in this transfer the downfall of the great Company, but the more 
far-sighted regarded it as affording the opportunity for a further great 
development. Those who held this view proved to be right. 

The fur trade was to continue as of old; the Company had much 
land to sell, using the proceeds to reduce the share capital, and it proceeded 
to supply the many needs of the white settlers in the same way as for 
more than 200 years it had provided for the wants of the Indians. In 
many of the towns and cities of the Canadian west the old forts and trading 
posts developed imto large departmental stores where the multifarious 
needs of a modern community can be supplied. The trading posts of the 
Company stretch from the Atlantic to the Pacific and from the Great 
Lakes to the Arctic Ocean. To-day there is scarcely a place to be found 
which is not within a three days’ journey of a Hudson’s Bay Company’s 
post. In numerous cities of Canada there are great stores through which 
all kinds of articles and commodities can be obtained. The fifty years 
that have elapsed since the transfer of territorial rights to the Dominion 
of Canada took place have seen a great expansion of the Company’s 
activities, which are to-day proceeding at an accelerating rate. 


Magnificent War Services 
The outbreak of the Great War brought the Company a magnificent 
opportunity for rendering service of the utmost value to the cause of the 
Allies. For the French and other Governments it undertook work which 
grew to an enormous magnitude; it purchased or chartered a large 
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number of vessels; it bought and transported millions of:tons of focd- 
stuffs and other materials and sustained the loss through enemy sub- 
marines of 110 steamers, which with their cargoes, had a value of twenty- 
five millions sterling. On occasion the servants of the Company had 
their revenge and were able to sink German submarines. Difficulties 
that appeared insurmountable were steadily overcome in one way or 
another, and in spite of ice-bound harbours, strikes, shortage of coal, 
and explosions, probably of enemy origin, the vessels of the Company 
invariably sailed on their appointcd day. 

The Company is still governcd by Charters and a supplementary 
Charter is being sought at the present time. It may sound strange to 
modern ears that great and almost unlimited powers should ostensibly 
be conveyed at the will of a King, even on the advice of his Ministers. 
The method seems foreign to the conceptions of to-day, but we have to 
recognise that such methods are mere machinery which are successful, 
or unsuccessful, according to the use that is made of them and the 
purposes to which they are applied. The Hudson’s Bay Company during 
250 years has been wisely governed and with rare foresight. It recognises 
its duties as well as its privileges. It was the friend of the Indians, it 
discovered and fostered the early growth of a great part of Canada, and it 
is serving the people of the Dominion to-day on a larger scale and with not 
less success than it served the natives and the early settlers generations ago. 

Its splendid record is one of able management and devoted service 
by a long series of faithful and often distinguished servants. The people 
of Canada recognise what they owe to the great Company, and it is not 
surprising that natives and white men in the Dominion are celebrating with 
interest and enthusiasm the granting of the Royal Charter 250 years ago. 





Liverpool Commercial Reference Library 


TES comprehensive and well organised commercial library was ed on 
Ist August, 1917, and the City can therefore claim to have Bien a lee to other 
municipalties in the special adaptation of free library facihties to the service of 
commerce. The fact that several other important towns have since followed 
Liverpool’s example in this direction shows that the development is keenly appre- 
ciated by the commercial community. The artistic and dignified brochure, 
compiled under the direction of the Chief Librarian, which has just been issued as a 
handbook to the Commercial Reference Library, clearly indicates the comprehensive 
nature and very useful character of its contents. Following an exhaustive 
alphabetical index of commercial subjects, the handbook contains a catalogue of 
the books in the hbrary, classified under subjects, an alphabetical list of British 
and foreign directories of all kinds, together with similar hsts of commercial 
periodicals, Government and trade pubhcations, commercial catalogues, bulletins, 
etc., and maps. The Library is situated at A3 Exchange Buildings, in the centre 
of the business part of the city. It is open from 9 to 6 daily (Saturdays to 1.30) 
and Liverpool business men who do not make use of its admirable facilities have 
only themselves to blame, 
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This article discusses important recent developments in the legal position of the 
banker towards his olients, and will be of striking interest to responsible business men. 





Bankers and the Law 


Notable Recent Decisions Reviewed 
By Sm Joan R. Paar, Bart., K.O. 


HE fluctuations and vicissitudes of bankers at the hands of the 

law within recent years have been interesting. On the whole, 
the trend of decision and legislation has, with occasional set-backs, 
been in favour of the banker. 

And, at any rate in the judicial department, there is observable a 
growing tendency to appreciate the important public services rendered 
by bankers and the inevitable difficulties and risks besetting banking 
business, and to hold the scales more evenly between banker and 
customer. ' 

The attitude of the learned judge who, whenever it was protested 
that, if his view prevailed, banking could not be carried on, was wont 
to declare that he had often been told so before but that nevertheless 
banking did continue and prosper, has become obsolete. Pronounce- 
ments in high quarters that a customer could fill up a cheque so carelessly 
as to invite fraudulent alteration, or have out his pass book any number 
of times and return it without looking at it and without comment, in 
either. case with absolute impunity, now strike one as simply incom- 
prehensible. Nor did practical bankers ever appreciate the grounds on 
which the House of Lords, in 1903, held that the mere entering a crossed 
cheque to a customer’s account as “cash,” before it was cleared, trans- 
formed the banker from a collecting agent into a holder for value, and 
deprived him of all protection under the crossed cheques sections of the 
Bills of Exchange Act, constraining him either to open a separate 
suspense account or resort to the simple device of entering such articles 
as “stndries.” Again, it was regarded as an unmerited aspersion on 
an honourable calling when a decision of the House of Lords was 
universally and naturally understood as involving that when a stock- 
broker tendered negotiable securities as cover for advances an exceptional 
degree of caution had to be exercised, lest he should be dealing wrongfully 
with his client’s property. 

These are, happily, now for the most part matters of ancient history. 
It is true the pass book has not yet completely come to its own, it has 
not attained that full recognition as a check on the customer which is 
accorded it, for instance, in the American courts. 

But in Morison v. The London County and Westminster Bank, in 
1914, the Court of Appeal, by an ingenious process of reasoning, estab- 
lished its importance so far as concerns the numerous and serious cases, 
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such as the collection of crossed cheques, where the banker’s liability 
depends on whether he has been negligent or not. The Court held 
that the return without comment of the pass book showing the subse- 
quently disputed items, over a considerable period, was calculated to 
disarm any suspicions on the part of the banker and amounted to an 
implied assurance that everything was in order, so that it was impossible 
to attribute to the banker negligence for continuing a course of action 
presumably known to and sanctioned by the customer. This was, at 
any rate, a considerable step in the right direction and one may hope 
for further development along the same lines. The reparation with regard 
to a customer being able to leave blanks in a cheque facilitating forgery 
and increase of the amount and then, when the inevitable result occurs, 
saddling the banker with the loss, though tardy, was complete and 
satisfactory. 

The true principle, by which the customer was left to bear the loss 
brought about by his own negligence, was laid down, just on 100 years 
ago, in Young V. Grote. 

But since then, for some inexplicable reason, Young v. Grote has 
suffered from every sort of misinterpretation and misconception. It 
was cited for propositions it did not support, it was rejected for those 
it did; false analogies were set up between the relation of banker and 
customer and that of acceptor and holder, and an impossible ethical 
doctrine was invoked to the effect that a man is not called on to anticipate 
crime, however much his acts or omissions may invite it. Even so 
late as 1917, the Court of Appeal, in a typical and flagrant case, 
Macmillan v. The London Joint Stock Bank, decided against the bank, 
and it was not until that case was taken, almost despairingly, to the 
House of Lords, that the matter was put straight, and the rule firmly 
and finally established that the customer owes to his banker a duty, 
based on their relation of mandant and mandatory, to use reasonable 
care in drawing cheques, and that if, by reason of his failure to do so, 
and the intervention of crime, loss ensues, the customer, not the banker, 
must bear that loss. 


The Drawing of Cheques : 
Incidentally, the House of Lords affirmed the banker’s right to have 
cheques presented to him in a regular, unambiguous form, and to decline 
to pay those which do not conform to these conditions and so expose 
the banker to uncontemplated risks. But they point out that in this, 
as in many other contingencies, the banker should carefully safeguard 
his customer’s credit, giving some innocuous answer which cannot be 
construed as reflecting on his solvency. The uncalled for difficulty 
about crediting as cash was, after much delay, removed by the Crossed 
Cheques Act, 1906, which enacted that a banker receives payment 
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of a crossed cheque for a customer within the meaning of Section 82, 
notwithstanding he has credited it as cash before clearing. “Sundries ” 
still appears in some pass books, presumably a survival from this some- 
what farcical episode. The invidious position of the stockbroker was 
rectified by a subsequent judgment of the House of Lords, declaring that 
the former case was decided simply on the facts and involved no question 
of principle, and that a stockbroker was in all respects as eligible a 
borrower as anybody else. To the ordinary intelligence the facts of the 
iwo cases seemed practically identical, and the second decision was 
generally regarded as an ingenious method of compassing the otherwise 
unattainable end, of the House of Lords reversing a decision of their own. 

The above constitute striking instances of reparation made in recent 
years to bankers for difficulties unnecessarily cast in their way by decisions 
which experience or further consideration has shown to have been 
erroneous or impracticable. 

Other’ leading decisions have elucidated points formerly open to 
question ; affording the banker, if not additional privileges or protection, 
indications and.rules by which he may shape his course for safety. 

Such was the case of The Guarantee Trust Company of New York v. 
Hannays in 1918. There the Court of Appeal definitely decided that a 
banker or other person who presents a bill of exchange for acceptance 
or payment with documents attached does not warrant the genuineness 
of the documents or any signatures thereon or incur any liability if the 
same prove to be forgeries. The judgments are particularly interesting, 
in that they formulate lucidly the true relation between holder and drawee 
or dcceptor, namely, that in presenting a bill or cheque, the holder 
makes no independent or personal claim or request for acceptance or 
payment, but merely produces the instrument in order that the drawee 
or acceptor may decide and intimate whether or no he is-prepared to 
comply with the order of the drawer. From this it may be assumed that 
the presentor of a bill or cheque does not warrant the genuineness of the 
instrument or the signatures thereon, though it leaves undecided the 
controversy whether under any and what circumstances money paid 
to an innocent holder on a negotiable instrument tainted with forgery 
can be recovered from him. er 

The very ambiguous provisions of Section 72 of the Bills of Exchange 
Act, relating to Conflict of Laws, came under discussion in this case, 
though in the result the Court did not find it necessary to interpret 
them. It was contended that on a bill invalid by the law of its place 
of origin, but in good English form, a holder might be entitled to recover 
the money from a person who had accepted it here, but that the acceptor 
could immediately reclaim the money from him. Such a proposition 
sounds absurd, but the Court apparently could find no answer to it, 
nor on the wording of the section does one seem obvious. 
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A praiseworthy attempt was made by a majority of the Court of 
Appeal, in Deeley v. Lloyd's Bank, to break down the long established 
rule in Clayton’s case, whereby umappropriated payments in are 
attributed to the earlier items of a debit account, regardless of the fact 
that those items may be secured, while there is a later and unsecured 
overdraft. Two Lords Justices took the reasonable view that it was 
ridiculous to assume that any banker would apply money to a secured 
in preference to an unsecured account, and that appropriation to the 
latter should therefore be assumed in the absence of evidence to the 
contrary. The House of Lords, on appeal, declined to accept this view 
and re-affirmed the principle of Clayton’s case. But there are well-known 
methods, such as ruling off the old account, by which bankers may 
protect themselves from being prejudiced by the rule. 


Liability for Crossed Cheques 

The bulk of recent banking cases have been claims against banks in 
respect of crossed cheques wrongfully paid in by customers. Primd 
facie the bank is liable; to obtain the protection of Section 82 it must 
exculpate itself from negligence, the onus thus being, contrary to the 
general rule, upon the defendant. Negligence comes to be a mixed 
question of fact and law; consequently it is not surprising that judges 
and juries have adopted tests and standards of negligence not always 
consistent with one another or with business conceptions. Exigencies 
of business have been accepted and rejected, generally the latter; the 
respective degrees of care and astuteness to be attributed to a counter- 
clerk and a manager have been accorded weight or denied it, while 
each of the following have, in one case or another, been taken into 
consideration as bearing on the question; indorsements in the same 
writing on cheques payable to different persons; the omission to verify 
the address of the customer when opening the account ; a sudden increase 
in the credit account of the customer. 

The only legal advice which can be given a bank in such circum- 
stances is that it is a question for a jury whether the bank has or has 
not been negligent ; which is hardly satisfactory or enlightening. 

There are, however, certain states of circumstances uniformly 
recognised as connoting negligence in the collecting banker. 

One, the taking a cheque crossed to a particular account for an account 
other than that indicated; the other, taking for a private account a 
cheque obviously only in the hands of the customer in a representative 

or official capacity. 
~ The addition of “account payee” or equivalent words, absolutely 
unauthorised and unrecognised to start with, has become so engrained in 
banking and business practice that it has to be accorded full effect, 
and the collecting bank which ignores it does so at its peril. So far has 
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this principle been carried that, in a case in 1915, it was held negligence 
in a bank to collect a crossed cheque payable to “‘ A.B. or bearer ” and 
marked “account payee,” for anyone but A.B. The other proposition 
rests on a more rational basis. A cheque payable to a Government 
department, a municipal body or a company, though properly indorsed, 
- if tendered for his private account by a secretary or other person in a 
subordinate capacity to the payees, should be firmly refused. It is not 
in the natural order of things that such a cheque should be in his hands 
for personal use. The usual suggestion that it might have been given 
him for salary or services rendered is too puerile for consideration. The 
same rule applies to all cheques indorsed per pro, or otherwise indicating 
deputed authority, and to cheques payable to partnerships, tendered 
by a partner for his private account. Protection being confmed to 
collecting cheques for “a customer,” the question has arisen as to what 
constitutes a customer, and judicial opinion has been about equally 
divided on the point whether a man becomes a customer in respect of 
the first transaction he has with a bank. The latest decision is m the 
present year by the Judicial Committee of the Privy Council_and is to 
the effect that the first transaction does establish the relation of banker 
and customer, and that the element of use or habit is not essential. 
The thirty-eight years which have passed since the Bills of Exchange 
Act came into force have by no means exhausted the possibilities of this 
form of action. 


Present Problems and Difficulties 


To paying and collecting banker alike, problems and difficulties are 
increasingly presented by the constant multiplication of documents 
designed to take the place of cheques, but clogged with additions or 
conditions which may place them outside the category of instruments 
recognised by law as affording protection to the banker. The anxiety 
of companies and traders to obtain a formal receipt, apart from the 
indorsement of an order cheque; the desire to ensure presentation 
within a specified time ; the effort to recognise only one payee on a joint 
account, these have perhaps been the main factors in producing the 
present-day crowd of abnormal articles. The legislature has spasmodi- 
cally endeavoured to keep pace with these innovations by supplemental 
provisions in the Bills of Exchange Act and by disconnected sections in 
Stamp Acts and Revenue Acts; but a perverse ingenuity is always 
producing new forms which none of the statutes seem to have contem- 
plated. What, for instance, is the position of a warrant for payment 
of fixed interest on mortgage debenture stock, which departs essentially 
from the authorised form of a cheque? If crossed, does the banker 
handling it enjoy the protection extended by Section 95 to “a warrant 
for payment of dividend” ? 
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Does the addition to an instrament, in cheque form, of a note to the 
effect that it must be presented within three months impose a condition 
and so deprive it of the attributes of a cheque ? 

These are conundrums which ought not to be propounded to a busy 
banker, constraining him either to incur risks he never bargained for 
or to offend his customer by declining to deal with the document. 


A Costly Decision 


In 1904, there was a disastrous decision of the Court of Appeal, which 
must have entailed great and unmerited loss on most of the large joint 
stock banks. In Bell v. The National Provincial Bank of England, the 
Court of Appeal, reversing Ridley, J., held that the bank, which had 
purchased the premises, business and assets of a local joint stock bank 
for some £225,000, were liable to income tax from the date of the purchase 
on the ascertained profits of the absorbed bank, instead of on the more 
favourable basis of taking such profits in gradually on the three years’ 
average of their total gains, the ground of decision being that the 
purchasing bank had “succeeded” to the business of the purchased 
bank within the meaning of Section 100 of the Income Tax Act, 1842. 

Clearly, acquisition by purchase does not establish a succession, 
either in ordinary parlance or inlaw. No one would say that the profiteer 
who buys the ancestral estate of an impoverished peer succeeds to that 
estate, any more than he does to the title. . In 1905, the House of Lords 
affirmed the principle, fairly obvious before, that a succession can only 
take place by means either of devolution or derivation. Devolution 
is automatic inheritance, and there can be no devolution between one 
body corporate possessing perpetual succession and another having 
no previous relation to it and no possible title or claim to its property 
on dissolution, save what it got by bargain and sale. The whole idea 
of money in the transaction is incompatible with succession, devolution 
or derivation. As to the latter, Jessel, M.R., has laid it down that a 
man who buys a horse derives it from the money in his own pocket, 
not from the previous owner. Again, he expressly said “a vendor 
can never be a predecessor.”. The converse must be equally true, and 
a purchaser can never be a successor. The process of absorption of 
banks by purchase must have well-nigh come to an end now, for lack 
of suitable banks to purchase, but it is annoying to reflect how much the 
Revenue must have profited, during the last sixteen years, at the expense 
of the joint stock banks, by reason of this unfortunate judgment of the 
Court of Appeal. 

But if the Revenue have gained in this respect, they have ignored 
a loophole connected with Stamp Duty which might well be stopped 
with benefit both to themselves and the public. It is recognised by the 
Bills of Exchange Act and by numerous decisions that post-dated cheques 
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are legal, fully negotiable and effective, while only requiring the ordinary 
cheque stamp. They are largely used by moneylenders and in inferior 
commercial circles. They operate exactly like bills at a future date; 
but, for whatever sum a post-dated cheque is drawn or however far ahead 
it is dated, it contributes only two-pence to the National income instead 
of the heavy ad valorem stamp duty imposed on such bills. Moreover 
post-dated cheques are a continual nuisance to bankers, who have before 
now been held liable for unwittingly paying them before the ostensible 
date. 





The Registration of Mortgages and 
Charges 


By A. B. TAYLOR, Assistant Registrar of Joint Stook Companies; and 
F. D. Heap, B.A. (Oxon), Barrister-at- Law 


IV. Land Transfer Charges 


Rule 161 of the Land Transfer Rules, 1903, 1907, and 1908 (con- 
solidated), provides that on the registration of a charge created by a 
company registered under the Companies Acts, 1862 to 1900, there 
shall be produced to the Registrar either a certificate under Section 14 
of the Companies Act, 1900, that it has been registered under that 
Section, or a certificate under the seal of the company, or signed on 
their behalf by their solicitor, that the charge was not created for the 
purpose of securing any issue of debentures. If no such certificate is 
produced, a note shall be made in the Register that the charge is sub- 
ject, if and so far as created for the purpose of securing any issue of 
debentures, to the provisions of Section 14 of the Companies Act, 
1900. 

As these Rules were printed in November, 1908, and the Companies 
Act, 1907, providing for the registration of charges on land came into 
force on the Ist of July, 1908, it has been ascertamed that the Rule 
- is now read by the officials of the Land Registry as follows: On the 
registration of a charge created by a company incorporated under the 
Companies Acts, there shall be produced to the Registrar a certificate, 
under Section 93 of the Companies (Consolidation) Act, 1908, that it 
has been registered. If such certificate is not produced, a note is made 
that the charge is subject to the provisions of that Section. 
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As time is of great importance in connection with registration at 
the Land Registry, it is not uncommon for that registration to take 
place first, and for the Registrar of that Office to lend the documents 
to the Registrar of Companies, in order that his certificate may also 
be duly issued. 

In view of the fact that the deed of charge is registered, it is possible 
that registration of the instrument of charge under the Land Transfer 
Acts would not be effected if it were not for this Rule. 


a“ 


Memorandum of Satisfaction of a Mortgage or Charge 
Section 96 provides that the Registrar may, on evidence being given 
to his satisfaction that the debt for which the mortgage or charge was 
given has been satisfied, order that a memorandum of satisfaction be 
entered on the register. The prescribed Form at present in use is No. 49. 
Although this is presumably a provision for recording the satisfac- 
tion of a mortgage or charge by a payment in money, the Registrar 
has permitted entries to be made in other circumstances. At the same 
time, he is not in a position to record the fact that part of the mort- 
gaged property has been released without a repayment of part of the 
debt; and in the cases of a charge to secure an unspecified amount 
or an amount limited to a certain sum, he will decline to enter up 
satisfaction until the debt has been wholly satisfied. f 

In a case where an issue of debentures was abandoned, the satis- 
faction stated that the debt had been satisfied or otherwise disposed 
of by the company abandoning the issue, and that the trustees of the 
trust deed had re-assigned to the company all the premises thereby 
demised to them freed and absolutely discharged from the sum intended 
to be secured by the debentures. 

In the case of a shipping company, part of the debenture stock had 
been paid off, and a satisfaction for the amount was entered. It was 
also stated that under the provisions of the Trust Deed, a mortgage 
on one of the ships had been vacated as a consequence of the payment, 
and that the vessel had ceased to be included in the mortgaged property. 

In a further instance, the satisfaction stated that the debt for which 
certain debentures had been registered and issued had been satisfied 
or otherwise disposed of by the cancellation of the debentures. 

Where mortgaged property was sold by the company, a memorandum 
was accepted, which stated that the mortgage or charge had ceased to . 
affect the company, and that all the premises mortgaged had been sold 
by the company, which was released from the covenant to pay the sum 
thereby secured. 

There is on record an instance where the Court made an order 
correcting a misstatement in a Memorandum of Satisfaction. 
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Re-issue of Debentures 


Section 104 now enables a company to re-issue redeemed debentures, 
provided that the articles or the conditions of issue do not prohibit, 
and also provided that the debentures have not been redeemed “in 
pursuance of any obligation on the company so to do (not being an 
obligation enforceable only by the person to whom the redeemed 
debentures were issued).” 

Debentures which cannot be re-issued under this section would be“ 
those redeemed by the company out of a sinking fund created for the 
purpose. Debentures which can be re-issued would be those redeemed 
at the date fixed for redemption, or those which have, for example, 
been lodged as security for a loan which is paid off. 

Redeemed debentures thus re-issued must be stamped as a new 
security. 

RENEWALS.—If the series of debentures has been duly registered, 
renewals of debentures do not require to be registered. If, however, 
they were created prior to the Companies Acts, 1900, or individual 
debentures only have been registered, it would be advisable to present 
one of the renewed debentures with the appropriate form of particulars, 
and obtain the Registrar’s certificate covering the series. 


Rectification of Register of Mortgages 

Section 96 of the Act provides that a Judge of the High Court, on being 
satisfied that the omission to register a mortgage or charge within the 
time hereinbefore required, or that the omission or mis-statement of any 
particular with respect to any such mortgage or charge was accidental, 
or due to inadvertence or to some other sufficient cause, or is not of 
a nature to prejudice the position of creditors or shareholders of the 
Company, or that on other grounds it is just and equitable to grant relief, 
may, on the application of the Company or any person interested, and 
on such terms and conditions as seem to the Judge just and expedient, 
order that the time for registration be extended, or, as the case may be, 
that the omission or mis-statement be rectified. 

The usual method for obtaining an Order is by an ex parte applica- 
tion to a Judge of the King’s Bench Division in Chambers. This should 
be preceded by a personal application at the Summons and Order Office 
with an affidavit setting forth the cause of the delay. Another method 
is by way of an originating motion before a Judge of the Chancery 
Division. 

Section 3 of the Chancery of Lancaster Act, 1890, gives the Court 
of Chancery of the County Palatine of Lancaster (known as the Lan- 
caster Chancery Court) the same power in regard to all persons bodies 
corporate and property within or becoming subject to its jurisdiction. 
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Loan Capital 

A statement of the amount of any loan capital proposed to be issued 
by a company must be delivered, and requires to be impressed with 
stamp duty at the rate of 2s, 6d. for every £100 or fractional part of 
£100. No statement or stamp duty is required if duty has already 
been paid on a trust deed or other document securing the loan capital. 

Some confusion has been created by demands made by the Inland 
Revenue upon limited companies owing to misapprehension on the 
part of company officials. 

(Conchsston.) 





Electric Telpherage 


IGH speed electric telpherage came under discussion recently before the 
conference of the chemical engineering group of the Socety of Chemical 
Industry, and interesting details of this modern method of transport were given 
by Mr. H. Blyth. Although the telpher was introduced as long ago as 1882, aa a 
particularly convenient method of transporting any class of goods or matenal over 
moderate distances, 1t was not until 1903, when Messrs. Siemens Brothers adopted 
this system of conveyance at Woolwich and later at Stratford, that it was put ona 
practical commercial footing. More recently, however, the system has been 
used for unloading barges and trucks, salt, mtrate, and pyrites, for the con- 
veyance of materals for super-phosphates, cements, and calcium carbide, etc., 
and also very largely in handhng coal and coke-associated with gas and electrical 
undertakings The lability of stoppage and consequent loss due to breakdown 
are naturally much greater in a conveyor than in a modern telpher, and ın con- 
sidering the capital which can be safely spent on any scheme, the labour charges 
saved by more automatic transportation provide the bass upon which, with 
allowed rates of depreciation, interest on capital outlay, and maintenance costs, 
the permissible cost of the plant may be calculated. 





State Control ! 


An illuminating example of State control is given by the Financial Times, 
which vouches for the veracity of the story, scarcely credible though it seems. 

A steamer was directed out to Cuba to load sugar for the United Kingdom. 
The shortage of this commodity 19 notorious But——~| While one Government 
Department issued a mandate to the steamship owners for the vessel to proceed 
on her voyage, another refused to release the coal to enable the vessel to make the 
voyage. The lighters engaged to tranship the coal lay unloaded in port, and the 
vessel, complete in every other respect but bunkering, was retained, wasting 
money A more illustrative instance of the methods of State control, with interplay 
of departments, would be hard to find 
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The attractive possibilities implied in the term ‘‘ Constructwe Accounting "' are here 
oullined by a professional acoountant of ecoeptionally wide experience. 





Constructive Accounting 


By 0. H. D. ROBERTSON, Chartered Accountant 


I. A Need and an Opportunity 


[Genius ceases to be gentus when ii ceases to be fres, and therefore it is not proposed , 
to do mors than make a few suggestions whioh may assist logical thinking and indioats 
the gencral lines along which any system must be evolved.] 


T construction of an accounting and business organisation like 
all other creative work requires inventive genius. This statement 
at first sight might tend to discourage the individual from attempting 
such work, or the business from expecting to find the genius unless we 
realise that genius is latent in every human being. Genius has been 
defined as “knowing what to do and doing it,” and also as “ patience 
plus perseverance.” In other words, what we call genius is knowledge 
supplemented by the character which provides patience, courage, and 
perseverance. Hard work prompted by the desire to achieve and to 
discover the principles of the particular science chosen, will provide 
the knowledge and at the same time build up the character which will 
have patience to wait for inspiration, courage to take the straight and 
honest course in spite of temptation to explore side issues, and the 
perseverance to work out the details of the invention. 


Necessity for Constructive Accounting 


Turning again from the general to the particular we find that one 
of the most crying needs of the present time in governments, large 
corporations, and businesses of all sizes down to the least, is for the 
application of scientific accounting and business methods. Many millions 
of pounds and a great amount of labour and strain would have been 
saved during the war if the principles of organisation had been better 
understood, and it remains to be seen whether the lesson has been learnt 
or whether we are to continue to muddle through reconstruction as well. 

That the Britisher has a great gift for organisation is amply proved 
by the amazing results which have been obtained by almost haphazard 
methods. If this genius is properly appreciated and applied we need 
fear no competition. The blame for the present apparent waste of 
inventive genius in accounting and office organisation appears to lie 
partly with the accounting profession and partly with those who require 
their services. 

It is a curious fact of human nature that we give higher honour and 
remuneration to the man who cures us than to the man who keeps us 
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well We honour the doctor above the sanitary inspector, the barrister 
above the solicitor, the auditor above the book-keeper, and so on. 
This is no doubt due to the fact that a possession is never truly valued 
until in danger of being lost. 

Accountancy has reached the dignity of a profession because its 
members have built up a reputation for knowledge and integrity which 
enables them to give an independent criticism of the work of others, 
and to step in when others have failed to reconstruct or wind-up. In 
consequence, and not unnaturally, auditing and liquidating has come 
to be looked upon as the higher branch of the accounting art, and the 
professional accountant has, therefore, failed to recognise the possible 
value of his services in constructive accounting. It was hardly to be 
expected that the public would be more ready to recognise the value 
of the accountant than the accountant himself, and, therefore, we see 
the organisation of the accounting and business methods of large con- 
cerns left in the hands of book-keepers, who, however competent they 
may be, have probably a very limited theoretical and practical knowledge. 
Now it is impossible to build without material. During the war the 
professional accountant has been coming to his own to some extent, 
but too often valuable men have been employed on petty book-keeping 
work for which they are not specially suited, and where their experience 
was wasted. 


Detailed Audit Almost Unnecessary 

It is doubtful whether the profession or the public fully realises the 
demand for constructive accounting which is likely to arise during the 
reconstruction period, and the importance of this work being well done 
if we are to maintain a leading place among the commercial nations. 
It is necessary to look at this subject from a broad and disinterested 
standpoint, and with a view to the need of making use to the full of our 
productive energy for the sake of the nation and of the world at large, 
if we are to make good the wastage of the years of war. The accountant 
will have to face the fact that this is work which can only be done by 
a principal, and also that if properly done, the need for a detailed audit 
will in most cases disappear. This will to a great extent limit the 
activities of big firms, as it would not be possible to use such a large 
number of clerks as at present ; but good fees would be obtained for good 
work, and the members of the profession would be more nearly on the 
same basis as consultants in other professions. The public have also 
to learn that it is money well spent to pay a comparatively large fee 
for the installation of a proper system in the first place, which will save 
heavy audit fees and unnecessary clerical salaries, not to mention the 
waste of stationery and energy, and the great risk of loss or disaster 
which a faulty system entails. 
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Qualifications for Constructive Accounting 

The qualifications for constructive accounting, which it is believed 
are possessed by practically all professional accountants who have 
taken an interest in their profession and had a good training and 
experience, are— 

(1) Thorough knowledge of accounting principles. 

(2) Wide knowledge of methods and machinery of modern business. 

(3) Knowledge of human nature. 

(4) A good memory. 


It is essential that the mind should have a firm grasp of the under- 
lying principles of accounting and organisation, as these form the 
foundation and framework on which any system must be built. To 
attempt to relate a number of practical methods to a particular case 
without such a framework results in the chaos which is seen when new 
ideas are introduced to inexperienced book-keepers. On the other 
hand, the framework would be very bare unless the mind has a number 
of practical expedients to apply to the case in point. Modern methods 
and machinery have provided many short-cuts to which a mere knowledge 
of book-keeping theory does not give the clue. 

A knowledge of human nature and human limitations is invaluable. 
It is necessary in the first place in extracting information regarding the 
practical operations of the business and the information it is required 
that the records shall give; secondly, in judging the ability of the men 
on whom the running of the system will depend to adapt themselves 
to the use of the new methods, and thirdly, to smooth over the many 
objections and difficulties which will certainly be raised. It is always 
well to remember that it is often possible to lead where one cannot drive. 

A good memory is a necessity. Without it the knowledge of prin- 
ciples, methods, and human nature are not available when required, 
and the details of the business in hand will become indistinct before the 
system has been completed to provide for them. It is always well to 
make notes of important matters, and reading refreshes the memory, 
but it should not be necessary to refer to a note or reference book when 
finally drafting a system, as otherwise the complete vision in the 
imagination will be interfered with by ideas included or discarded or by 
the opinions of other people, which may or may not apply. 


Requirements of an Office System 
Let us now consider briefly what should be the mam points to keep 
in view in constructing an accounting and business system. The 
necessary qualifications are assumed, as is also the far-sightedness on 
the part of the business man which is prepared to give his accountant 
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the necessary free hand to collect and digest information regarding the 
peculiarities of the particular business. 

It is submitted that a good system should be: (a) simple; (5) com- 
plete; (c) suited to the size and requirements of the business; (d) 
economical. 

It is a common mistake to consider that a system to be good must 
be complicated. On the contrary, like any other machine the simpler 
the mechanism and the fewer the parts which can go wrong if roughly 
handled, the better. Properly organised, detail book-keeping work is 
not difficult; and it is to be hoped that the future will see much of 
this work done by women who are quite able to undertake it ; and that 
men, encouraged by the higher wages, and with a new sense of the 
dignity of labour, will undertake more arduous and productive work. 

The system should always be complete in itself however simple and 
elementary it may be. The danger of leaving a weak link in the chain 
cannot be over-estimated, especially if the system is intended to avoid 
the necessity of detailed auditing. 

A mistake which is often made is to ignore the good in the system 
as it exists, forgetting that it has probably grown up to meet the require- 
ments of the business. The system has to be made to suit the business 
and to give the information required by the management, and to 
overload a small business with an elaborate system is as fatal as to 
try to run a large business without such a system. This is the point 
at which the accountant must often check his natural enthusiasm and 
have mercy on those who must carry out the system. They will be 
labouring with it long after he is gone and may hold his reputatidn in 
their hands. 

Finally, the system must be economical, and true economy depends 
on the conditions. When clerical labour is cheap, machinery may be 
expensive, and vice versa. In some cases an elaborate’ cost system 
might be real economy, in others, it might be wasted time and money. 
The available office space and its cost may also be determining factors, 
and each business will have its own problems. 

To sum up: constructive accounting is a necessity of modern 
businesses and should be the aim of every professional accountant. 
The accountant must bring to his task all the knowledge and training 
he can acquire and apply it with common sense in a spirit of public 
service. The business man on the other hand, must give the accountant 
generous treatment, not only financially, but in supplying information 
and in discussing and endorsing his proposals. The result should be 
a simple, complete, flexible, and economical system which will provide 
the management with adequate but not superfluous information regarding 
past transactions to dct as guides and warnings for the future. 

To be continued.) 
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A detailed description by an expert of the Hollerith and Powers tabulating machines, 
which are being employed by big firms for all forms of accounting and statistioal work. 





Tabulating Machinery 


By W. Desponovan, F.O.I. 


“ Hollerith ” and “ Powers” Systems 


Mo business methods necessitate the computation of an ever- 

growing amount of statistical and accounting data, and the import- 
ance of substituting mechanical for manual labour is more and more 
being realised by business men. The adding and calculating machines 
are so ubiquitous as to be commonplace, but the Hollerith and Powers 
tabulating machines are not so widely known. 

At the outset it is not asserted that this class of machine is suitable 
for all accounting and statistical work, for much of such work un- 
doubtedly can be performed more economically on the adding machine ; 
but where the data to be tabulated is of a complex nature consisting of 
a number of factors that are required to be tabulated in a number of 
categories the Hollerith or Powers system is of special utility. The 
machines were originally designed by Dr. Hollerith to tabulate census 
figures, and have been used with enormous economies and much success 
on censuses of population and for the statistics of the National Regis- 
tration Act, 1915. But their adaptability for business purposes is rapidly 
becoming known and they are being profitably employed for costing 
work, sales analyses, insurance work, purchases accounts and all forms 
of accounting and statistical work. The most economical use of the 
systems will be obtained by centralising the statistical and accounting 
work of large concerns, for if it is possible to perform the whole of such 
work of a large Company operating over a wide area in one office, the 
installation of a small battery of machines could be justified, whereas 
it may be found that a single branch of the concern could not profit by 
the use of the machine. . 


General Principles 

It is not possible to convey a complete idea of the capacities of these 
systems, but the fundamental principle of the system is to record the 
information that it is desired to tabulate by punching holes on cards, 
which are thus rendered capable of mechanical manipulation. 


The systems are operated by four distinct machines— 
(a) The Punch. (c) The Sorter 
(b) The Verifier (d) The Tabulator 
255 


` 


ee a oe 
Business + Organisation : and - Management 





Punching the Cards 

The punching of the cards is equivalent to entering the facts into 
books or on to cards by hand: The cards are specially designed of a 
standard size (7#” x 34^) and consist of a series of figures in forty-five 
columns. These’ forty-five columns can be ruled and printed in any 
way to suit the data that is required to be assigned to any group of 
columns. 
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The above figure represents one form of card that can be used. This 
card is punched direct from the invoice, and all the various factors are 
coded by numbers. Thus the above card reads as follows— 


Year . . . . 1913 
Month er anuary 
Day . . . . 10th 
Invaice No . . 40610 
District . . . I 
Town . 210 
Customer's Number 603 
Salesman 37 
Dept. . E 10 
Terms. . .. 
Commodity . 3075 
tity. . 100 Iba, 
Mit oe aa we Od 
Amount of Sale. £100 
Cost Price . . {60 


It is, of course, not necessary to utilise the whole forty-five columns, 
and the systems are so elastic that almost every class of record may be 
planned to come within the compass of the card. 
The holes are perforated in the cards by means of a punching machine 
with a key or slide operated keyboard. The travel of the card from 
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column to column is automatic. The rate at which the cards can be 
punched varies with the number of colamns and the skill of the operator, 
and may range from 300 to 800 an hour. The punching of the cards 
is usually done by boys or girls and accuracy and speed are attained 
after about two months’ work. It is obvious, however, that the card 
must be accurately punched and it is therefore desirable to check all 
punching in a verifying machine—the Hollerith and Powers verifiers 
differ very considerably. 


Sorting the Cards | 

The next process is to arrange the cards in the necessary order, and 
this is accomplished by sorting the cards according to the holes punched 
in the various columns. 
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t HOLLERITH ” SORTER 


The above photograph represents a Hollerith sorting machine. The 
power drive is electric, but in the Hollerith, the whole of the mechanism 
is also electrical, the sorting being effected by electrical contact which 
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takes place through the holes in the card. There are thirteen receptacles 
into which the cards are sorted, numbered 0 to 9, 11, 12, and “ reject ” 
and the openings to these receptacles are controlled by the holes in the 
card, Thus when all the cards having a hole punched at say figure 4 
in a certain column are passing through the machine they drop auto- 
matically into receptacle 4. The process proceeds one column at a 
time, but as the machines work at the rate of about 15,000 cards an 
hour it is obvious that the sorting right down of a considerable number 
of cards is soon accomplished. Thus, if a certain group of columns ran 
into six figures it would be necessary to sort six times, but if there were 
only a very small number it would be quicker.to sort by hand. The 
data on the cards can be classified into ahy conceivable arrangement in 
the sorting machine. f 
~ % 
Tabulating the Cards 

The tabulating or adding machines differ very considerably in both 
systems, although their functions are analogous—to obtain the totals 
of the various factors. Both machines will add all the groups of columns 
simultaneously although there is generally no necessity to add columns 
that do not represent quantity or value for it would be futile to add a 
group of columns that represent “ description of article.” The totals 
can be obtained for any division of the cards. The Hollerith machines 
total 9,000 cards per hour and if the five counters are being used this 
represents 45,000 items, while the Powers prints and totals 3,500 cards 
per hour which with five counters means 17,500 items, or with seven 
counters means 24,500 items. 


“ Hollerith ” v. ‘ Powers ” System 


It is impossible to say that either system is better than the other. 
While the main principles of both systêms are identical each have special 
features and advantages which may or may not be of special utility to 
the job to be done. Business men should therefore consider both 
systems, for it is not even possible to postulate that one system is par- 
ticularly suitable for, say, costing. They are naturally rival systems, 
but the choice will generally depend on the form in which the data is 
fmally required ; in other words, the tabulator will usually govern the 
system adopted. For general consideration the punching and sorting 
can be regarded as equal on both machines, although if the work of 
punching is likely to be de-centralised the Hollerith puncher will be 
much more economical. For many purposes business experts have 
found that the ideal installation would be a combination of both systems, 
but the Companies are naturally reluctant to this being done, although 
the fields of the cards are of the same gauge and can therefore be worked 
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in either machine. It is proposed, therefore, to set out very briefly 
both systems. 


The Punches 


The Hollerith Puncher is a light portable machine not power driven 
and is sold outright for £20. There are two models of Powers punchers— 
one key operated and the other slide operated—both being electrically 
driven. The type to be selected depends on the method of copying 
the data, but when it is copied on to the card in handwriting it is 
expedient to use the key punch. The Powers punch is not sold but is 
hired at about £33 per annum. 


Gang Punching 


It is desirable to mention here the process of “ gang punching,” that 
is the recording of common data on a number of cards. Supposing for 
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“ HOLLERITH ” PUNCHER 


example it was necessary to punch a thousand cards on which one or 
more of the groups of columns contained the same information. It 
would be time saving to have some means of relieving the operator from 
punching these columns. In the Hollerith this is accomplished by using 
a “gang punch” which is a separate machine and punches only twelve 
to fifteen at a time. On the Powers “gang punching” is achieved 
on the puncher by fixing the slides for repeated factors on one machine 
or by fixing “ gang holes ” on the other. The Powers is therefore much 
superior for “ gang punching.” 

In the Hollerith punch the cards are inserted and ejected by hand, 
and 400 to 500 cards of twenty-one columns can be punched per hour. 
In the Powers punch the feeding and ejecting is automatic, but in actual 
practice this feature does not appear to appreciably increase the speed 
of the operator, although the work is less arduous. 


The Verifers 
These machines are often overlooked when considering an installation 
of tabulating machines, and although the best operators average only 
one error in 200 cards it is expedient to check every card, and when 
an error is discovered to punch a new card. The Hollerith verifier 
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is a similar machine to the puncher. The operator works as if punching 
the card and if the second operation does not tally exactly with the _ 
first the machine stops and the column in which the error occurs is at once 
located ; except if two holes have been punched in one column. Thus 
the check is purely mechanical and the rate of verifying is exactly the 
same as punching. In the Powers machine the cards are placed singly 
over a perforated plate under which is fixed an electric lamp, and a red 
light shows where the holes are wrongly punched. Thus the onus of the 
check is on the operator. The rate of verifying is about 85 per cent. of 
the punching. Further, the Powers verifier will not discover omissions 
to punch in any one column, unless 0’s have been automatically punched. 


The Sorters 

The main mechanical difference in the two systems is that in the 
Hollerith the whole mechanism of the sorter and-tabulator is actuated 
by electrical contact as against mechanical contact in the Powers. Both 
systems claim their principle to be the best, but this is not really an 
important point of detail. The Hollerith claims to sort at 15,000 an 
hour, while the Powers claims 18,000, but in practice both machines sort 
roughly at the same rate for the Powers has a slightly greater tendency 
to jam. The Powers Company are, however, introducing a new sorter 
capable of higher speeds and without any tendency to jam. In both 
machines one column is sorted at a time, and the setting of the machines 
for the various “sorts ” is roughly the same. In the Powers system a 
series of counters is connected with each receptacle, so that the number 
of cards of every “ sort ” is obtainable, together with a grand total. 


The Tabulators 


The Tabulators are undoubtedly the most ingenious machines of 
the “sets ” and owing to the distinct and different capabilities of each 
they should receive the most careful consideration for they will probably 
determine which system is to be adopted. In the Powers system the 
holes on each card are translated into type-writing and at the same time 
the groups that represent factors that can be totalised are added and the 
totals printed for each section. If totals only are required for each batch 
of cards, a button will eliminate the recording of every card on the type- 
written sheet, and the totals only will be printed together with the 
designation of the group to which the totals relate. Carbon copies are 
obtainable so that a number of copies representing the details of each 
card with the totals of sections can be produced. All the fields or columns 
of a card are printed simultaneously and added if required, and further 
when the sheet has been inserted into the carriage of the machme, the 
operator can leave the machine and it automatically stops at the last 
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card or at the end of the sheet. The speed of operation is 3,500 cards 
per hour. - By the introduction of an alphabetical counter in the tabulator 
which will be available shortly on the Powers machine, it will be possible 
to tabulate names, descriptions, etc., in letters instead of coding by figures 
as at present. This feature will be of great utility for certain classes of 
accounting work. ; 





Powrrs TABULATOR PRINTER 





In the Hollerith system, the contact of the brushes through the holes 
in the card electrically operates the counting wheels in the counters 
and the figures in the adding columns on the card are thus shown on the 
dials. The cards only require to be placed in the hopper and the machine 
will continue to show the cumulative totals of each group. If stop cards 
have been inserted between, say, each Cost No. (this can be done by the 
sorting machine) the machine will automatically stop at the end of each 
Cost No. when the totals can be written down and the dials zeroised. 
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The operation of re-setting the counters to zero, automatically starts 
the machine on the next run of cards. By means of what may be termed 
a telephone switchboard, fitted on the front of each machine, two 
counters can be made to run in unison and if one of these is allowed to 
stand whilst the other is set to zero, gross totals for the whole of the 
run are obtained. The speed of operation is 9,000 per hour. 

In comparing the merits of the systems it is essential to consider the 
speed at which they operate. Speed is undoubtedly the essential end 
in view, for statistics to be of any value at all must be produced quickly. 
Provided there is no gang punching to be done both punches work at 
roughly the same rate, but if there is a considerable amount of gang 
punching the Powers would appear to have the advantage although 
some users of both systems state that the speeds are roughly the same. 
The merits of the sorting machines are similar, and the slightly faster 
rate of the Powers is nullified by its greater tendency to jam, but in the 
future models the Powers may be the better sorter. The Hollerith 
verifier is faster than the Powers and being a mechanical check is not 
subject to the human element. The greatest difference is with the 
tabulators. In the Powers system the cards are translated, printed, 
and added at 3,500 per hour, while by the Hollerith they are translated 
and added at 9,000 per hour. In the Hollerith system it is therefore 
necessary to stop in order to write’ down the figures, but in some work 
this time is equivalent to placing, and afterwards taking out, spacing 
and totalling cards at the end of each group in the Powers system. In 
the Hollerith, therefore, there is a risk of error in copying, and the 
responsibility being with the operator the written totals cannot be 
regarded as absolutely accurate. Except on very long runs the operative 
speed is reduced by copying totals, whereas on the Powers the nominal 
speed of the machine is also its operative speed. If one or more printed 
records are required of the translation of each card the Powers system 
must be adopted, but if only totals are required the superior speed of 
the Hollerith for long rufis is an important consideration. The proposi- 
tion is therefore whether it is expedient to sacrifice speed in order to 
obtain a printed result, but the comparative speeds of the two tabulators 
must be considered in relation to the work as the nominal speeds are not 
necessarily the operative. 

None of the machines of either system, except the Hollerith Key, 
Gang and Verifying Punches, can be purchased, but are hired out to users 
at a monthly or yearly rental. The working costs of the machines are 
fairly high, but the increased output of work, the rapidity with which 
statistics can be furnished, and the saving in staff and accommodation 
to be effected by their use have been demonstrated by numbers of the 
largest firms. The machines can be applied to the general accounting 
and book-keeping system of the business, and are of special use in that 
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important phase of accounting—cost keeping. The systems are un- 
doubtedly capable of enormous developments as they permit of great 
adaptability for statistical and accounting data. 

It might also be mentioned that both Companies undertake all 
classes of statistical and accounting work for firms the extent of whose 
operations could not justify the installation of these machines. 

Ho.tzerra—The British Tabulating Machine Co, Ltd., 2 Norfolk Street, Strand, 
London, W.C. 


Powrrs—The Accoun and Tabulating Corporation of Great Britain, Ltd., 57-58 
Chancery Lane, London, W.C. 
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Forthcoming Business Exhibition for Birmingham 
and the Midlands 


A BUSINESS Efficiency Exhibition oe by the Birmingham Chamber of 
Commerce, with the support of well-known Rotary and Business Clubs 
of the city, and of the Chambers of Commerce for Coventry, Wolverhampton, 
Walsall and other Midland towns, is to be held at the Bingley Hall, Birming: 
from the 9th to the 18th September next. A strong Management Committee 
composed of prominent Birmingham business men, with Mr. H. Lakin-Smith, 
F.C.A., as Chairman, has been appointed, while the staff responsible for the great 
success of the British Industries Fair at Birmingham have been entrusted with 
the arrangements for the Exhibition, with Mr. G. Henry Wright, F.C.I.S., as 
Secretary, and Mr. Charles Stanley as General Manager——thelr appointed positions 
in the Fair. The Exhibition will cover the whole field of business organisation 
and management, and entries are invited from every firm who claims time and 
labour-saving quabties for their productions. The old reproach of conservatism 
in their methods is one that can no longer fairly be levelled at British business men, 
and we have no doubt that the wide-awake manufacturers of the Midlanda will 
realise that this exhibition will give them an opportunity of seeing the latest 
appliances of the business experts in actual operation, and of getting personal 
knowledge of modern systems of office and factory management which have during 
the last few years effected a silent revolution in the routine of business life. The 
Exhibition offices are at the Chamber of Commerce, 95 New St., Birmingham. 





The Personal Note in Advertising 


ECTURING on “ Advertising ” before the members of the Southampton 
Chamber of Commerce, Mr. C. F. Higham, M.P., the well-known advertising 
consultant, said it was the easiest thing in the world to write advertisements if a 
man were a shop who had something to sell and it was worth buying. If 
a shopkeeper would buy space in his local paper, and put in a personal note to his 
customers, he would find his iness would increase, providing that 

while he was getting the increase he increased the advertisement. 
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Foreign Exchange—lIts Meaning, 
Importance, and Significance 


By L. W. Crogs 
(1) Meaning 


pee to the war, lhe foreign exchanges were regarded by 

commercial men as a subject peculiar to bankers, and entirely 
within the domain of the specialist. To the former it was a matter of 

_academic ipterest—something apart entirely from business. Strange, 
as it may seem, this view was also held by some of our joint stock banks 
and they were content to allow the major portion of this class of banking 
business to be dealt with by specialist banks and by the branches of 
foreign banks domiciled here. 

The war revealed to the English joint stock banks how profitable 
is this class of business, and it has also shown to the business man, to 
a more limited extent, how important a part foreign exchanges play 
in his business. This revelation, so far as men engaged in commerce 
are concerned, may have been due chiefly to the wide fluctuations that 
have taken place in the exchanges, for it is a little doubtful whether 
they would have learnt their lesson so readily if the war had not created 
such a chaotic condition of affairs. 


Difficulties of Foreign Exchange 


Foreign exchange is a difficult part of banking, but its difficulty does 
not lie in the inherent complication of the subject, so much as in the 
diversity of trade and other interests that arise from time to time, with 
which the exchanges have to deal. It will clarify our ideas if we imme- 
diately place the subject in its proper perspective. Foreign exchange 
is the servant, not the master of trade—it is an invisible commodity 
which helps to make international commerce possible and adds strength 
to the strong. 

It may be said with some accuracy that the misunderstanding of 
foreign exchange is that it is a subject with two sides—like a coin with 
different designs on the obverse and reverse, and, as you cannot take 
in the details of the designs on each side at one and the same time, so 
it may not be easy to comprehend, without some experience, the opera- 
tions of foreign exchange from both points of view. For instance, an 
exchange between two countries which is favourable to one must at the 
same time be unfavourable to the other. To add to the complications, 
writers and dealers in exchange use phrases which only still further 
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mystify the uninitiated. We have, among others, the phrases “ Favour- 
able ” or “ Unfavourable,” “For” or “ Against,” and “ Appreciated ” 
or “ Depreciated,” “ Weak ” or “ Strong.” A student could quite fairly 
ask “ Favourable to whom?” and an expert could only answer this ques- 
tion when he knew where the fixed exchange lay. Even the same man 
operating on one exchange could easily be led to look upon the same 
rate as “favourable” and “unfavourable,” under different circum- 
stances. Supposing an American traveller wanted to open an account 
with a London bank with the proceeds of a dollar letter of credit. He 
would regard the rate of to-day as favourable when his dollars were 
converted into sterling, but the same rate would, in his view, be 
unfavourable to him if he wanted to remit dollars home. We therefore 
‘see that another diffculty in grasping the meaning of foreign exchange 
is not in the subject itself, but in the way in which its movements are 
expressed. . 


Two Simple Illustrations 

Most writers on foreign exchange endeavour to illustrate it by 
assuming that A and B in one country have dealings with C and D in 
another, but a simpler explanation is to visualise a transaction between 
two well-known towns in Great Britain. Let us suppose a merchant 
in London buys a consignment of Dundee marmalade amounting to, 
say, {40. This consignment will have to be paid for and to do this the 
buyer may choose one of several methods. He may actually take £40 
in cash and travel up to Dundee by train. This would be costly in railway 
fare and expenses and loss of time. He may, on the other hand, put 
currency notes into an envelope and send them by registered post. He 
may, if he prefers, buy a money order at a Post Office and send that, 
or he can draw a cheque and post it to his creditor. Now this is an 
exchange problem pure and simple, and the question as to which method 
shall be used by our London friend in making his remittance is the 
same question that underlies all exchange problems—## ss simply and 
entirely a matter of cost. The first proposition of actually taking the 
coin up to Dundee is, of course, a ridiculous one, and is only used to 
illustrate the factor of cost. Which of the other alternatives he will 
choose will depend entirely upon how much he would have to pay m 
making the remittance. If we take our illustration a little further we 
see exactly how the idea of foreign exchange is developed. Supposing 
that, in addition to buying from Dundee marmalade to the extent of £40, 
our merchant had sold to someone else in that town goods to the value 
of £40; then the only operation necessary for payment would be for 
London to give instructions to Merchant B in Dundee to pay to Merchant 
A £40, and the mutual indebtedness would be extinguished. 

We can further elaborate this and bring in another town, say, 
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Manchester, and make a simple circle of trade. Manchester sells cotton 
goods to London—Dundee sells marmalade to Manchester, and London 
sells glass jars to Dundee. London draws an inland bill on Dundee 
in favour of the Manchester merchant, who indorses it and sends 
it to Dundee, and the three transactions are then settled on one 
instrument. 

The foregoing simple explanations contain the whole theory of the 
foreign exchanges; the names of the places matter very little—the 
principle underlying the operations would be identical if the assumed 
transactions were between Paris, London and New York. If we keep 
the illustrations in mind it will assist considerably the study of foreign 
exchange, and enable us to understand more easily some of the 
complicated operations:the exchanges represent. i 


The Basis of Foreign Exchange 

In normal times the foreign exchanges revolvè round what is known 
as the Mint Parity. In brief, the Mint Parity is the term which expresses 
the currency of one country in that of another. For example, the 
parity of the English sovereign with the U.S.A. dollar is $4-86 (t.e 
£100 equals $486), and any rise above this parity is favourable to England 
and unfavourable to the U.S.A., and any fall below this parity is 
favourable to the U.S.A. and unfavourable to England. 
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It is well-known that foreign trade is financed by bills. These bill 
transactions settle the indebtedness between countries in exactly the 
same way as we have illustrated the dealings between the English towns. 
For instance, A of New York sells goods to B in London, and D in 
London sells goods to C in New York. A draws a bill on B for the 
amount of the goods, C requires a bill to pay D in London for the goods 
that he has purchased. C accordingly purchases from A his bill on B, 
sends it to D, who in due course presents it to B for payment, and thus 
the whole four transactions are liquidated by one instrument. In 
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practice, the multiplicity of the transactions hide the simplicity of their 
nature, and to make clearer the complicated character of the movements 
of international trade and finance, the diagram on page 266 will be use- 
ful. An important point to notice in the previous illustration is that the 
bill from New York is moving in the opposite direction to the goods 
from London. 

In the diagram goods are shown moving in the direction of the 
single arrow and bills in the direction of the double arrow. The 
assumption in this diagram is that there are six countries trading direct 
with England and also one with the other. For simplicity, we will 
assume that each transaction represents £100. England is, therefore, 
owing the world a total of £600, and each individual nation owes the other 
£100. So that if it could be arranged:that the English buyers of foreign - 
goods could pay £600 to the foreign creditors in London by purchasing 
their bills, this would settle the whole of these world transactions, and it 
would not be necessary for a single coin to pass. 

It will help us to understand the position better if we follow the 
operations between one country, say A, and England. A is supplying 
goods to London of an assumed value of £100. The seller in country A 
will draw a bill on the buyer in England for £100. A buyer in country 
A needs, in his turn, to pay for goods which he has purchased from 
country F. The bill for £100 which has been drawn by seller in country 
A on London, will be sent to the seller in country F in payment of his 
goods, who thus holds in liquidation of his debt a London Bill for £100. 
The seller of goods in country A to country B received from B a bill 
for £100, and so the circle can be completed. The net result is that in 
each country there is an English bill for £100, which in due time will be 
presented and paid in London. 

The position shown by this diagram is that ‘England is owing the 
world £600, but the various countries will be owing Great Britain £600 
in various ways. Say, by way of argument, {500 for manufactured 
goods bought by the foreigner and £100 for interest on investments and 
services rendered in the form of shipping, etc. The closing operation 
will be that the £600 of London bills that are held in the aggregate abroad 
will be bought up by the foreign bankers to meet the maturing obligations 
of the various countries and then sent to England for liquidation. It 
is in this manner that the whole of the world’s trade is adjusted, with a 
minimum of friction and with an ease that is startling in its simplicity. 
Incidentally, this diagram illustrates how, before the war, London was 
the clearing house for the world, and it is still, in spite of its tremendous 
burdens, the greatest factor in international finance. 

This is the basis of foreign exchange, and where differences in rates 
arise they are due in normal times chiefly to fluctuations in the relative 
trade position and to the seasonal movements of goods. We may 
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therefore at one time have in one country more bills than are needed, and 
in another country fewer than are required. 


Gold: Export the Last Resort 

The demand in London for bills to pay for goods purchased in New 
York may be greater than the supply, therefore the New York bills in - 
London will be selling at a premium—that is, the dollar will be worth 
more than its par value. In the normal operations of the exchanges this 
premium can only go to what is known as the export specie point, that 
is, when it is cheaper to buy sovereigns from the Bank of England and to 
export them to New York, than to purchase bills. 

This illustrates again what has already been said, that the question 
of cost is the fundamental factor that determines the course-of exchange. 
If it is cheaper to ship gold than to buy bills this will be done. Many 
other possibilities will be explored, however, before this is carried out. 

In foreign exchange operations the actual export of gold is the last 
resort, and what generally takes place is that either the banker provides 
funds for his drafts on New York by selling bills that he has in hand on 
say, Paris or Madrid, and asking his correspondents in these cities to 
remit cover to New York, or else he will anticipate the future. He 
knows that probably there will be a larger selling of bills on New York 
in a short time, and he will then draw his own drafts in anticipation of 
this. 


A Most Important Point 

In practice, it is rarely that an absolwte parity of exchange exists 
for any length of time, owing to numerous factors that tend to make 
the balance of indebtedness between two countries fluctuate one way 
or the other, and the quotation for foreign exchange will rise above or 
fall below the fixed parity, as the demand for remittance is greater or 
less. One of the most important points to ascertain in studying the 
foreign exchanges is the country on which the parity is fixed. This is 
very essential, because grave errors can easily occur if this precaution 
be neglected. As a general guide, we may say that with Great Britain 
all the European exchanges (except Portugal) and the U.S.A. and the 
Canadian exchanges are fixed on sterling, but the Eastern and South 
American exchanges are fixed on the currencies of the different countries. 
It is very useful to remember this, as in the European rates, etc., we are 
looking at the problem from one side, but the rates in the second category 
present an absolutely different picture. It will be a great help to the 
uninitiated if this fact be clearly understood. In fact, to operate on the 
exchanges at all it is absolutely essential that this difference should be 
thoroughly grasped. 

(To be continued.) 
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A thoughtful artiolé discussing a few of the main principles upon which the success 
of a business may be firmly established. 





Some Factors of Success in Business 


By H. O. STAFFORD COOKE 


HE attraction of customers to a business, and the power of retaining 
them when once obtained, is just as much a science as the feats of 

the engineer in the construction of those works which give increased 
facilities to, or effect the saving of time of mankind. Just as the 
engineer must gauge with mathematical precision the probable effect 
of his work, so the business man who aims at achieving the highest 
success must be in a position to forecast the effect of the appeals which 
he makes on the minds of his customers. Moreover, no man who aims 
at reaching the topmost rung of his own particular ladder can neglect 
to bring and keep constantly before the public the services or the wares 
he has to offer, whether it be the medical practitioner or the dentist, 
who lays the foundations of his private practice by the cures he performs 
as honorary surgeon or dental surgeon at the hospitals, the lawyer who 
writes text-books on his own particular subject, or the trader who adver- 
tises that he offers the best value for money anywhere in the district. 


The Distinctive Note in Advertising 

In.these days, when everybody more or less is advertising in one 
way or another, and with competition so keen in the business world— 
keener, of course, than ever before—it may seem well-nigh impossible 
for new avenues still to remain unopened in this direction. And to the 
man who follows the old style of advertising—perhaps just the name of 
the firm, and some indication of the goods they sell or the services they 
offer—this may well be so. For success due to advertising is left now 
for the one who is able to strike the distinctive note. There is such a 
terrible sameness about most advertisements, that the public freely 
welcomes anything with a distinctive tone about it, which takes it out 
of the ordinary run. If, for instance, the appeal to the public is to take 
the form of a circular to one’s existing customers, it is possible to have 
it so drawn up—even if it be at the cost of employing some expert to 
do it—that the public will recognise the master-hand and personality 
bebind the appeal, and be led to express their admiration of its tone, 
or the message which it has to convey, by continuing or extending their 
patronage to the business. And whether a business be conducted on a 
small or a large scale, the striking of this distinctive note will make the 
surest appeal of any to the public at large. Thus, if the business be 
but a café and restaurant, it is surely possible for it to be surrounded 
by some particular air of distinction, whether it be in the spotlessness 
of the linen on the tables, by the artistic or decorative effect of the 
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apartments and surroundings, or by the rich tones afforded by the 
lighting and colour schemes. But let it be something which instinctively 
appeals to and draws the majority of men and women, and something 
which will induce them to say to each other: “This is a nice place ; 
we will come here again,” or “ We must tell so-and-so about this place.” 

It is said that the foundations of the success of one of our big stores 
lay in the courteous attention paid by the founder of the business to the 
comfort of his customers, which, smer alsa, took the form of standing 
outside his business premises on wet evenings, with a spacious umbrella, 
and escorting as far as the tram or "bus shopping ladies who had neglected 
to provide themselves with sufficient protection against the weather. 
Without wishing to labour the point, however, and while placing on 
record our admiration of such gallantry, one almost suspects that such 
solicitous attention on the part of any gentleman in these days might 
lead to unpleasant consequences, possibly not unconnected with the 
Police Courts ! 


Knowledge of Accountancy Essential 

Then the man who aims at success in business to-day must be some- 
thing of a book-keeper, or at all events have a knowledge of the prin- 
ciples himself. For to have to lean heavily on one’s auditors for the 
purpose of ascertaining the result of the working of the business is in 
itself an admission of weakness. He will spend a great deal of time 
and care in successfully organising every branch of his business, for this 
is work which, if efficiently carried out, will repay itself many times 
over. He will establish on a scientific basis a costing system, which will 
enable him to see at a glance, and at any desired moment, which, if any, 
of the departments of his business are-being carried on the backs of the 
other departments, so that he may take steps to effect a remedy before 
the damage has become far-reaching. Every business has its weak 
spots—some of them a good many—and success consists largely in con- 
tinually tracing out and converting them into and maintaining them as 
strong points of the business. 

But although system is of beat ea value in every business of 
any magnitude, no business man allow himself to become so steeped 
in it as to become a slave to system, and more or less submerged in a 
mass of multifarious details. Rather, as each department is placed on 
a proper basis, primarily under the personal supervision of the owner 
himself, he will hand it over to some reliable member of his staff, so 

ing himself for attention to another department, and ultimately 
enabling him to take merely the leading strings into his own hands. 

The judicious use of the Press in the direction of bringing one’s goods 
or services to the notice of the public cannot be over-estimated, and the 
man who to-day does not realise the immeasurable advantages of scientific 
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advertising is to be pitied in the business world. The foundations of 
many a very large business have been laid by quite humble beginnings 
in the way of advertising. In these strenuous days it is surprising how 
many people have the time to scan the advertisements of our daily 
newspapers. The public come to look amongst these almost with as 
much interest as the news items themselves, and the smallest of adver- 
tisements, appearing with more or less regularity, and offering some- 
thing in general use which is recognised as good value for money, will be 
the means of greatly increasing the advertiser’s turnover, leaving him 
free to indulge his fancy in other and more pretentious forms of 
advertising as the dimensions of the business increase, 


Staff Conditions 


And now to turn to what is, or ought to be, the keystone of every 
well-managed business organisation—the relations existing between the 
employer and his employees. It is unfortunately true that there are 
business establishments in large numbers even to this day where large 
fortunes have been gained by the proprietors at the direct expense of ` 
the health and comfort of their employees, and the conditions in these 
businesses are such that few decent-minded or self-respecting persons 
can enter without a feeling of shame that such conditions of obvious 
overwork and underpayment can be allowed to exist. The workers, 
some will tell you, have themselves to blame for submitting to these 
conditions. That may be true to a certain extent, though age, appear- 
ance and other conditions have no doubt had something to do with most 
individual cases. It is, however, something to be thankful for that the 
attitude of the general public is turning towards making shopping a real 
pleasure—a feature which can only be secured by patronising those 
establishments which, by the general demeanour of the employees, give 
proof of the fact that their interests as well as those of the customers are 
studied ; and whatever foundations the business of the sweating employer 
may have been built upon in the past, it seems fairly certain that unless 
these individuals are prepared to make some radical alteration in this 
respect, they will find themselves drifting towards the wall. 


Mutual Interests Concerned 


The man who lays the foundations of his business on the most solid 
ground, however, has realised that success in its most permanent form 
will come to him as a consequence very largely of the interest which he 
displays in, and the treatment he accords to, his employees. With this 
end in view there will be the fullest and most absolute confidence between 
the employer and his staff; the cessation of that spirit of aloofness 
which has so long characterised the relations between the twa parties, 
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and resulted in that mercenary attitude on the part of the employer of 
“ How little can I give?” and on the part of the employee of ‘‘ How 
little can I do?” ; and the substitution in its place of a mutual feeling 
of respect and interdependence, based upon the knowledge that the 
increased prosperity of the business no longer means a mere widening 
of the respective positions of the parties, but an improvement in the 
position of both. He will see to it in the first place that they are paid- 
a good and proper wage for the services they are required to perform ; 
that the hours of work, while sufficiently long, are not longer than will 
enable a man to obtain that amount of exercise and rest which are 
necessary to keep him in the fullest vigour, mentally and bodily. And 
in exchange for these considerations, none will be more ready than the 
employee himself to admit that the employer has a right to the most 
efficient service which he is capable of rendering, and the fullest co- 
operation in the conduct of the business. The employer with the narrow 
-outlook will probably attempt to argue that his business cannot stand 
the drain of wages such as those in contemplation, and he may offer 
merely a stop-gap of maybe a shilling or two a week per head to breach 
the difficulty and enable him to retain the services of his employees. 
While altogether overlooking the fact that if a man is constantly being 
assailed with the difficult problem of making both ends meet, it is impos- 
. sible for him to give his best services to his employer, it is the duty of 
the latter, and, indeed, the only way if he courts success for his business 
in the truest sense, to realise that—assuming his employees to be well- 
chosen in the first place—this very fact of paying them a good wage 
will secure for him the greatest efficiency, and, as a result of the latter, 
the maximum extension of his business. 

It is not given to the proprietors of businesses other than those on a 
large scale; nor is it in the power of all, to undertake the organisation 
of clubs and other schemes for the benefit and welfare of their staffs ; 
yet much may be done by individual employers in the direction of making 
the conditions of their employees more agreeable; in giving assurance 
that while efficient work is performed their position is secure; and that 
the future holds for them something definite and tangible, and not a 
mere casting-off as soon as the high water-mark of their former efficiency 
can no longer be reached, by reason of age or infirmity. 








In view of the forthooming thorough revision of all ratlway rates and charges for goods 
conveyance, this timely article by a leading authority will be appreciated. 





Curent Transportation Problems 


By Guo. B. Lasamypun, Author of “ Industrial Trafflo Management” eto., sto. 
No. 8. The Coming Railway Rates Revision 


ie is now a matter of common knowledge that the Minister of Transport 
proposes at an early date to undertake a thorough revision of the 
rates and charges for the conveyance of traffic over the English railways, 
and it will be opportune this month to consider what should be the atti- 
tude of the traders—-who, of course, are the biggest employers of the 
railways—in this connection. 


The Minister of Transport's Fourteen Points 

The Minister of Transport has issued a questionnaire to the leading 
trade associations of this country in which, after making the statement 
that “ The complexity of the present rates and the inequalities which 
have been allowed to subsist in the past, are so great as tọ: make it 
imperative, and so that transport facilities may be provided on the 
cheapest terms, to review the whole system upon which the, rates.and 
charges for the conveyance of goods are based,” he-sets out fourteen 
different questions and invites the trade associations to express their 
views upon these. 

There is not the space in a short article of this description to deal with 
each of these fourteen points very elaborately, but we propose to set them 
out in their numerical order, and to suggest brief but suitable answers 
to them. 

Question 1 reads as follows—“In what manner is provision to be made 
for future variations, either upwards or downwards, of any schedule of 
rates which may now be adopted? Should maxima be fixed, as in the 
past, generally above the rates in force in practice, with liberty for the 
railways to increase the rates up to such maxima, subject to any and 
what restrictions; or should working scales of rates be put in force 
under direction of the Minister of Transport, with some, and, if so, what, 
provision enabling variations to be made upwards and downwards in 
case of necessity ? Should provision be made for an alternative or new 
tribunal to deal with rates matters ? ” 

The only safe way is for Parliament to fix the maximum rates charge- 
able by the railway companies, as unless this is done some rate or rates 
might be advanced altogether out of proportion, and be totally unjusti- 
fiable in the existing circumstances. Indeed, the present practice should 
be followed in future—that is to say, there should be fixed maxima 
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for the various services which the railway companies are by law bound 
to perform so that the traders might know precisely what is the legal 
position, but—as now—+the actual working rates should be fixed at a 
certain level below the legal maxima. It will be recalled that as a result 
of the passage of the Railway and Canal Traffic Act of 1888, the Board 
of Trade got to work and undertook a thorough revision of the railway 
rates and charges existing on that date, and obtained the evidence of 
representatives of each trade and trade organisation, and fixed a working 
level of rates as well as recommended to Parliament certain figures 
to be adopted as maxima, and if this precedent be followed the interests 
of both the trader and the carrier would be amply safeguarded. 


A New Tribunal ‘Required 


As to the question contained in the concluding paragraph of question 
l: everyone who has had experience in transport matters is agreed that 
there should be established at an early date an entirely new tribunal 
to which all matters relating to railway rates and charges should be 
referred. The railway department of the Board of Trade as at present 
constituted—which department it will be recalled was brought into 
being so far as these matters are concerned as a consequence of the passing 
of the Act of 1888—possesses only conciliatory powers, and cannot 
therefore achieve very much ; whilst the Railway and Canal Commission 
Court is an expensive tribunal to which only the richest traders can go 
for the settlement of their grievances. Hence the urgent need for the 
establishment of an entirely new office, the adjudicators in which must 
obviously be men of standing and extensive experience in general traffic 
matters. Ifa well officered and expensive new tribunal of this kind were 
set up all rates and charges matters, as well as complaints as to undue 
preference, lack of facilities, and so on, could and should be promptly 
and easily dealt with. 

Questions 2 and 3 read respectively as follows— 

(2) ‘‘ Should a single scale of rates be fixed for all railways in England, 
and, if so, how can provision be made for recouping those companies, 
whose present rates, owing to geographical position, low density of 
population, or cost of construction, are above the average, and would 
consequently suffer loss of revenue? Should the same scale apply to 
Scotland and Ireland as to England ? ” 

(3) “Is the present method of varying rates for distance on what is 
known as ‘the cumulative principle’ (#.¢., the basis of charge being a 
fixed rate per mile for, say, the first twenty miles, a lower fixed rate per 
mile for, say, the next thirty, and so on) the best which can be adopted 
in the interests not only of the railways, but of the traders? Is there 
any, and if so what, more satisfactory system? Is a simple mileage rate 
desirable or practicable ? ” 
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We will deal with these two questions together, as they are really 
inter-related. 

Undoubtedly, the “cumulative principle ” is the best one for both 
the trader and the carrier, but the old system of having a separate scale 
for each company should be abolished, and the system of charging on 
the throughout distance should be brought into operation. Under the 
Acts of 1891-92, every railway company is permitted to have a separate 
scale for the conveyance of traffic over its system, with the result that 
when traffic passed over two and more railways the total through rate 
became a very big one. But the old competitive days have gone, and 
it is very evident that the railways as a whole will be run more or less 
as one system and “grouped,” so that it is now only right and fair in 
the building up of a through rate that the continuous mileage only shall 
be charged for. 

And if this system were adopted adequate provision could be made 
for special circumstances—4.s., the geographical position of any piece 
of railway or the big cost of construction of any particular piece of work 
as, for example, the Firth of Forth Bridge, the Severn Tunnel, and costly 
engineering works of that kind. 

Here is question 4—“ Should rates generally be based on (a) train- 
loads, (b) truckloads, (c) quantities of 4, 6 or 10 tons, or (d) smaller 
quantities? What advantages should be offered to induce traders to 
consign goods in such quantities, and so packed as to be most economically 
handled by the railways ? ” 


There Should be a Sliding Scale of Rates 


Unquestionably all rates should be based on the quantity of traffic 
handled—in other words, there should be a sliding scale of rates for, 
say, l-ton lots and under, 2-ton lots, 5-ton lots, 10-ton lots, 20-ton lots, 
50-ton lots, 100-ton lots, and train loads. With such a sliding scale 
in existence there would be an inducement for the trader to forward 
his traffic in large quantities, and thus enable the railway company to 
conserve space and haul the traffic under the very best conditions. 

It has been repeatedly argued by the officers of the railway companies 
that if the traders will only bulk their traffic instead of forwarding it in 
small quantities better rates and conditions can be given, and it is 
obvious, of course, that no more work is involved on the part of a railway 
company in dealing with a 5-ton consignment than there is in dealing 
with a 2-ton consignment—that is to say, no more labour is involved in 
calculating the charges nor in invoicing the consignment, nor, in fact, 
in the majority of operations connected with the parcel. 

Question 5 reads—“ What is the proper method of providing for 
the extra cost to the railways of short-distance traffic ? ” 
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This matter is really dealt with in the answer to questions 3 and 4, 
for if the “ cumulative principle ” be adopted proper provision would 
be made for short-distance traffic. To put the matter in another way : 
under the “ cumulative principle ” a certain rate would be laid down for, 
say, the first ten miles, and a slightly decreasing rate for every additional 
portion of the journey, and hence this “short-distance” traffic would 
be automatically dealt with. 

Questions 6 and 7 can also be answered together. They read 
respectively as follows— 


(6) “On what basis should station terminals and service terminals 
be fixed?” é 
(7) “ On what basis should private sidings be dealt with ? ” 


In our view there is only one practical way of dealing with these 
matters, and that is by applying the law of averages. That is to say, 
it should be ascertamed by a very careful enquiry what is the average 
cost of dealing with the several services at railway stations and private 
sidings respectively, and then adopt these average rates for general 
purposes. This is what was done at the previous revision—-we mean, 
the Committee who enquired into all the questions relating to the con- 
veyance of traffic over the railways m the years 1889-1890 came to the 
conclusion, after very extensive investigations, that it was impracticable 
to have a different scale for each station, and recommended that an 
average rate be applied; and, as we have said, we think this practice 
should be continued. But, of course, here again special circumstances 
will have to be taken into consideration—-by which we mean that if at 
one private siding a variety of services were performed by the railway 
company, a different rate would have to be applied than at another 
private siding where no services whatever were performed by the railway 
companies. 

Question 8—‘‘ Should a division of goods service be made into (a) 
ordinary, (b) express, and (c) service by passenger train? If so, what 
should be the facilities offered in each case, and what should be the 
proportion of charges for the respective services ? ” 

The framer of this question apparently had in mind the system 
obtaining on the Continent where-—in Germany and France—slow and 
fast goods trains are run and different rates chargeable for traffics con- 
veyed by these respective services. But in this country—it must be 
said to the credit of the railway companies—a very good service is 
provided, and ifthe companies can only get back—as they undoubtedly 
can—to the pre-war conditions, no one can ask for more. 

Question 9 opens up a big question. It reads: “How ought the 
distinction between owner’s risk and company’s risk, where there is a 
real element of risk, to be dealt with? Would it be advantageous to 
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have fixed percentage differences in such cases, or would it be more 
advisable to have only an owners’ risk rate, with an opportunity for the 
trader to insure with the railway company against loss or damage on 
paying a premium upon the declared value of the goods, varying with 
the amount of the risk?” 


All Rates should be ‘‘O.R.’’ Rates 


In previous issues of this journal we have dealt with the thorny 
question of owner’s risk, and we have pointed out what it means to the 
trader when he consigns his goods at the owner’s risk ; and we have also 
drawn attention to the fact that even when goods are carried at the 
Company’s risk it is by mo means certain that liability will be admitted 
by the Companies if anything goes amiss during transit. 

Having regard to all the aspects of the case it would really seem 
wisest and best for all the rates to be made owner’s risk rates with a 
fixed percentage to be added to each of such rates when it is desired that 
the Companies shall accept the liability for anything and everything 
that may happen during transit. By this we do not mean that all the 
statutory obligations of the railway companies should be allowed to go 
by the board. Far from it. But if the “General Conditions” of 
both the owner’s risk and company’s risk consignment notes were re- 
modelled—and this, incidentally, is a problem which we must tackle 
sooner or later and in real earnest—certain liabilities could be attached 
to the companies under the owner’s risk conditions, and the proper 
statutory liabilities retained so far as regards the company’s traffic. 

We do not favour the proposal of having a separate insurance scale 
because, for one thing, if the trader had to declare the value of each and 
every parcel which he wished to forward by rail at the Company’s risk 
it would involve a considerable amount of clerical work on his part, 
and for another thing—and this point would appear to have been over- 
looked by the framer of the question—a vast amount of additional work 
will be placed upon the invoicing staff of the railways, because it would 
then be necessary for the clerk to refer first of all to his rate book to 
ascertain what was the rate applicable to the traffic, and to another 
scale to find out what insurance was chargeable, and all this would mean 
that the work of dispatching goods would be delayed to the detriment 
and disadvantage of both the consignor and the carrier. 

Question 10: ‘Should station and service terminals be set out 
separately from conveyance either as maxima, assuming Maximum rates 
to be retained, or as actual charges, or should either or both of them be 
merged in the general charge for carriage ? If you consider that they, 
or either of them, should be set out separately, specify the basis or bases 
on which you think they should be fixed ? ” 
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All nas Must be Fully Detailed in the Station ‘Rates 
00 


The answer to this question is most decidedly in the affirmative. 
All those experienced in the examination of railway rate books and the 
dissection of railway rates for the ascertainment of what rebates are 
allowable when the trader elects to perform any service for himself 
will be very well aware of the difficulties to be surmounted under the 
present system of having only a gross tonnage rate recorded. On the 
other hand, if the charge included in the gross tonnage rate for each and 
every service were separately set out in the station rates book as well 
as the gross tonnage rate made up by such separate items, it could be 
seen at a glance first of all what services werd actually included in such 
a tonnage rate, and there would not then be such frequent disputes 
between the companies and trading community as to what allowances 
were Claimable when, say, no service terminals were provided or any 
cartage work was performed by the company. 

Question 11: “The existing law (Railway and Canal Traffic Act, 
1888), Section 27 (1), provides that ‘No railway company shall make 
nor shall the Court nor the Commissioners sanction any difference in 
the tolls, rates and charges made for, or any difference in the treatment 
of home or foreign merchandise in respect of the same or similar services.’ 

“ (a) Should lower rates be charged on goods consigned for export 
where these rates are shown to be necessary for retention or development 
of foreign trade ? : 

“ (b) Should, for instance, agricultural produce and semi-manu- 
factured articles imported into this country be granted—on account 
of larger consignments, better packing, etc——the benefit of rates lower 
than those applied to corresponding English articles carried subject to 
the more expensive conditions of carriage which were found by experience 
to be involved ?” 

This question has really been dealt with under heading 3, and if a 
sliding scale for loads of various sizes were scientifically arranged this 
matter of the rates to be applied to import and export traffic would be 
automatically disposed of. 

A number of cases have been before the Courts—as for instance the 
celebrated Southampton case—where it has been contended that a 
preference was given to import traffic, and in the coming revision there 
will have to be special care used so that such charges of this kind cannot 
be made. 

Question 12: “Should the existing number of classes in the Goods 
Classification be (a) increased or.(5) diminished, and if so, to what extent ?” 

“ Should traffics for which ‘ exceptional’ rates are now given continue 
to be so dealt with, or should they be specially provided for, either in 
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the classification, or by scales of rates? Should the present system of 
two classifications, statutory and working, be continued ? ” 

The answer to this question really depends on what is the intention 
of the Minister of Transport with regard to new commodities. Of course 
the requirements of the trade of to-day are altogether different from the 
requirements of the trade of thirty years ago when the present classifica- 
tion was brought into being, and perhaps it would be as well to extend 
the number of classes to twelve so that there would be ample scope for 
the classification of different priced articles. Thus: at present there 
is only one rate applicable to cigars, whereas—to follow the practice of 
charging “what the traffic will bear ’’—there should undoubtedly be 
two or three classes for class 1, la, 2, 2a, 2b, and so on. 

Under this heading reference must also be made to the necessity for 
better machinery for altering the classification or making any additions 
to it. At present the law in this respect is rather cumbersome, and 
places upon the trader the necessity of going to the Board of Trade, 
then inserting advertisements in the press advising all concerned of his 
intention to apply for any amendment or addition and all this, of course, 
involves the wastage of time and money. This is one of the matters 
which should be referred to the new tnbunal to which reference has 
already been made. eee : 

Question 13 reads: “In fixing the classification, what elements 
should be taken into account-——vtz. (a) weight, (b) space occupied, (c) 
value, (d) risk, (¢) any other considerations ? ” 

Naturally each of the above mentioned considerations must be taken 
into account as the weight of the consignment, its cubic capacity, value, 
and liability to damage, as well as the method and mode of packing 
influence the rate, and make the work of a carrier‘little or much according 
to the varying considerations. 

The last question is a simple one. “Is a system of group rates 
satisfactory ? If not, how can it be amended ? ” 

There is nothing to be said against the system of having “ group” 
rates so long as the area to which such group rates is confined is within 
reasonable bounds ; and that is all that need be said under this heading. 


Conclusions 

From the foregoing it will be manifest that there is to-day an excellent 
opportunity for the trading community to rid itself of the burdens which 
it has been carrying for so long. For years past there have been long 
and loud complaints on all sides of gross inequalities and injustices of 
one kind and another. Many of these have no doubt been fully justified ; 
some of them have been more or less groundless. But unless those who 
are nursing a grievance rise to the present occasion and submit their views 
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to the Minister of Transport, and do all they can to assist in the forth- 
coming revision, the desired end will not be attained, and obviously it 
will be unfair afterwards to complain that the railway companies are 
oppressive or unjust. 

In fact, and in short, there never was such a time as this to revise 
the terms and conditions and charges for the conveyance of goods over 
the railways of the United Kingdom. On the previous revision—in 
1890—we had more or less to grope in the dark, as the railroads were, 
comparatively speaking, in their infancy, and the requirements of trade 
were not then fully appreciated; whereas now we have had extensive 
experience in modern business and realise that to compete successfully 
in the markets of the world we must have a cheap and effective transport 
service. Obviously the Minister of Transport cannot alone do all that 
is required, but with the help of the trading community—whose servant 
he is—he will be able to evolve order and efficiency out of chaos and 
confusion. 





‘The Institute of Industrial Administration 


TÆ Institute of Industrial Administrahon, of 110 Victoria Street, S W.1, 
held their first General Meeting at the Central Hall, Westminster, on Tuesday, 
27th Apri, 150 members attending Tho Hon. Secretary (Mr. E. T. Elbourne), 
announced very wide support from both London and the Provinces, and also a 
promise by Lord Haldane to address the Members on the subject of Administration 
A strong Provisional Committee was appointed, representing many branches of 
Industry. 

As an immediate step in the work of the Institute, a series of Lectures on the 
Organisation of Payment by Results were arranged, and commenced at the Central 
Hall, Westminster, on Thursday, 6th May. 
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No advertiser should miss the valuable practical suggestions contained in thts feature. 





How Psychology Helps the Advertiser 


By Frank Warre, M.A., Lecturer in Psychology, University of Manchester, 
and in the Dept. of Industrial Administration, Manchester College of Technology 


II. The General Principles of Publicity 


AT this point, mention should be made of two principles which are 
frequently disregarded in advertisements, with the result that- 


- continued attention is rendered difficult. The first involves what is 


called the “span of attention.” It is now generally agreed as the 
result of much laboratory work that the number of ideas or things 
which one can comprehend together is definitely limited, that indi- 
viduals vary, but that the average person cannot easily attend to more 
than five separate items at once. (It cannot altogether be an accident 
that the plays of Shakespeare are constructed in five acts.) One often 
sees, in the form of newspaper advertisements, appeals and arguments 
which break down simply through sheer weight and complexity of their 
contents. It is always advisable in such cases to limit the number of 
points in such arguments or appeals, and to print the whole thing in 
a variety of styles and sizes of type. The second principle is that there 
should be unity whenever there is also diversity in an advertisement. 
If there are several ideas to be conveyed, then use can often be made 
of lines which lead the attention easily from one idea to another. The 
eye naturally follows lmes and seldom crosses them spontaneously. 
It also moves normally in reading from left to right, so that it is a fault 
in an advertisement to put on the right side of an advertisement what 
ought to catch attention first. Thus, to quote an example of the vio- 
lation of this principle: there is a “Safety First ” poster which shows 
what may be expected to follow from stepping upon a rusty nail. But 
the act of stepping on the nail is represented on the right side of the 
poster, while the effect of the act is represented on the left. There is no 
psychological justification for such an arrangement. 


How to Fix Right Impressions 

Attracting attention and holding it are mainly useful, because they 
enable the advertiser to fix certain impressions of a predetermined kind 
in the minds of those whom he wishes to win over. In some cases, 
advertisement has been so successful in this direction, that it is no 
longer necessary to do more than repeat the mere name of an article 
in order to revive m the memory quite definite associations favourable 
to the article in question. Usually, however, it is a long process to get 
the public to associate with its varying needs particular articles which 
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have been manufactured for the purpose of satisfying them. It is 
when a thing is required, and the name of a brand or make of an 
article comes immediately to mind, that advertisement has been really 
successful in its attempt to fix impressions of the right kind. Thus if 
one made a list of 100 articles in common use and called them out one 
at a time to a class of students who were instructed to write down_the 
name of the first particular brand or make of the article which came 
to mind, one would get a good idéa of the relative success of advertisers 
competing in the same field in the task of fixing their respective 
impressions. 


A Practical Hint 


We should remember that here the advertiser has to reverse the 
normal easy method of association between the particular and the 
general. Usually we find it more natural and easy to say the name 
of the concrete individual thing first and then the name of the class 
to which it belongs, than-to instance, first, the class and then the 
individual. But in attempting to fix impressions, it is better to sug- 
gest that, let us say, an excellent Christmas gift is a particular type of 
watch than to state the type of watch is an excellent Christmas gift ; 
because, when the actual occasion arises in which we have to think of 
a suitable Christmas gift for a friend, it is the idea of the gift itself 
which first occurs to the mind. If spontaneously there recurs the 
. association, which has been stamped in by successful advertisement, 
that the watch in question will do, then a favourable response is much 
more likely to take place. In the advertisement, therefore, the need 
or the desire should first be stressed and then afterwards the article 
which will satisfy it. 


Useful Aids to Memorisation 


There are other aids to the memorisation of impressions dependent 
upon interest incentives which may be called into service. They are: 
(1) feeling-tone ; (2) the literary devices of rhyme, alliteration, rhythm ; 
and (3) self-activity. Favourable feeling-tone may be traced to form 
or to content. A discussion of the problems in aesthetics which are 
raised by a study of form would carry us beyond the limits”of the pre- 
sent article. We should find active here, too, a combination of the 
mechanical principles of design and of principles which are in sympathy 
with the fundamental nature of the human organism. As the advertise- 
ment grows in artistic worth, the imagination is also called into play, and 
functions to an increasing extent. It has been noticed, for example, 
that some words are better able to call up pleasant images than others, 
and the result is that the advertiser is most careful to choose names for 
his patent commodities which possess the virtue of pleasant sound 
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associations. It is a mistake to give to things names which are difficult 
to pronounce, if only for the reason that many of us do not care to admit 
our ignorance of the right way of pronouncing certain words. Colours, 
objects, and symbols have an imaginative appeal, too. The advantage 
of a wise use of the literary devices of rhyme, alisteration, and rhythm 
in advertisements is obvious; and there is much laboratory work one 
might quote to prove that memorisation is easier if the material to be 
memorised is embodied in a form in which these devices play a part. 
Self-actioity is also a great aid to memorisation. We remember better 
what we do than what we read. This principle is utilised in appeals to 
people to fill up a blank, copy a figure, collect a number of coupons, take 
a ticket to the grocer’s, etc. Such actions must, hgwever, be made easy, 
or effective response will not follow. Before leaving the subject of 
memory, the following figures of Hollingworth, given in his Psychology 
of Advertising (Appleton & Co., New York), which indicate the relative 
memory value of different objects and relations, may be mentioned. 

He quotes the percentage of accurate answers given in an experiment 
for such a (or relations)— 


Mere presence of things. ‘ : 3 . 97% 
Number of people $ : À : . 85% 
Space relation, farm, etc. r . . 58% 
Condition of objects . . ; ; . 48% 
Order of events . ‘ . i Í . 35% 
Colour . ; x ; ; . 28% 
Size and quantity . ; y ; ; + 22% 
Sounds ; s : ; . 10% 
Tune (duration) ; 8% 
Actions (strong attention value, but not ‘accur- 
ately reported) d 
Trade Marks 


Hollingworth states that, on the whole, “ persons and faces are more 
easily remembered than objects, and objects more easily than action ; 
that form is more “easily remembered and recognised than colour, 
although colours are more accurately remembered than numbers.” 
An attempt to recall popular articles and commodities by their trade 
marks will emphasise these points, for the majority of instances which 
are recollected will be those in which some human feature is embodied. 
These facts, then, should guide one in the selection of trade marks and 
other devices of reference and identification. 


The Favourable Response: How to Secure It 
. The greatest of all the tasks of the advertiser remains to be 
considered. It is to provoke a favourable response to his appeals. 
We have already pointed out that the appeals intended to provoke 
response may be of two kinds—short-ctrewst appeals and long-csrcust 
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appeals—the former being predominantly characterised by emotion, © 
the latter by reason. Now, the mainsprings of human activity are 
to be found in the instinctive impulses, the principal of which .are : 
pugnacity, fear, tenderness, ownership, self-display, self-assertion, 
curiosity, the gregarious instincts of sympathy and imitation and 
constructiveness. ` 
Even when we appeal to the reason and secure a response by so 
doing, our instinctive impulses still operate though, in this case, under 
control. : 
Appeal to Instinctive Tendencies 
Every appeal, therefore, which is directed to any one or more of 
instinctive tendencies, is more likely to secure attention, memorisa- 
tion, and response than those which neglect these all-important factors. 
Casting our thoughts back to the war period, we can easily recall to 
mind, in the light of this fact, the reasons for the success of the 
recruiting and the war-savings campaigns. The instinctive tendencies 
of the men who did not enlist were appealed to on every possible 
occasion in every possible way. Pride in smart appearance, the 
pleasures of companionship in the group life, the financial advantages 
of soldiering over unskilled work, pity for the widows and orphans of 
the invaded districts, curiosity and the desire to see the world, fear of 
being thought a coward, and other forms of appeal which combined the 
‘~virtues of the foregoing confronted one at every turn. In times of 
crisis, such means are often imperative. But a glance through a 
magazine will reveal the fact that they are the common staple of all 
advertisement. We must not forget, however, that such appeals may 
lead to a quick response which is not repeated. The ideal appeal 
is made to the reason through the instinctive tendencies of our nature. 


An Interesting Psychological Experiment 

Hollingworth has attempted to work out the relative strength of 
the various instinctive tendencies in the case of the average person. 
This would seem to be an impossible task, since there are in this con- 
nection not only individual but also sex and racial variations. Taking 
fifty possible modifications and combinations of the chief instinctive 
tendencies and naming them, he found that the American students who 
were the subjects of this experiment graded their power to provoke 
favourable response in the order given below. The names which follow 
indicate the considerations and interests stressed in the advertisement- 


types employed. 


1. Scientific manufacture 4. Efficiency of firm 
2 Durability of goods 5. Time saved 
3. Sanitary manufacture 6. Appetising nature of goods 
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7. Family affection 29 
8. Value for money 30. 
9, Evolution in product 31. Youth 
10. Ambition satisfied in use 82 
11. Self-defence assured 33 


12. Reputation of firm 34, Enormous output 

13. Guaranteed quality 35 Cheap 

14. Stimulating 36. ‘ Get the Genuine ” 

15. Safety in use 37. Progress (of self) assured 
16. Popular 88. Sale on 

17. Econom: 39. “ Excel!” 

18 Ma love 40. Civil pride 

19. Modernity 41. Patriotism 

20. Health 42. Union-made 

21. Quality 43. Recommendation 

22 Elegance 44, Novel—chic 

23 Bargain 45. Style 

24, one 46. Royalty uss it 

25. Necessary 47. Admiration follows (by others) 
28. Middlemen cut out 48. Imported 

27. Courtesy (aid to) 49. Beauty (developed) 

28. Remarkable growth of trade inarticle 50. Personality (developed) 


While such a result represents an average, and therefore gives no 
clue to what variations occur when a particular type of article is recom- 
mended to a particular type of person, it is nevertheless instructive 
and useful. 


Conclusion: Reason and Instinctive Emotion 


What dawns after a study of the various types of advertisement 
appeals is the fact that men and women are so constituted that, when 
one has a case to put forward for their consideration, it is folly and 
comparatively useless to appeal to the impartial reason, or the sense 
of justice, if at the same time others are appealing to the unstable 
urgent emotions. But, in the big majority of instances, an appea 
is strengthened enormously and a favourable response rendered much 
more certain if we can ensure the functioning of both reason and 
instinctive emotion. 

The formulation, therefore, of appeals calling for the type of response 
which is not only instinctive and emotional, but also rational, is the 
task most worth while for our advertisers. The reaction upon industry 
which will result from the attempt to carry it out will probably be most 
stimulating and beneficial. i 

Judged by the highest ethical standards, the most important 
function in advertising is the perpetual conversion of luxury into enduring 
necessity. So alone does civilisation pass into culture and culture 
re-create civilisation, 

(Concluston.) 
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Up-to-Date Systems 
By Eswesr Riasy 

The Card Ledger 
ie is surprising, especially in view of the many advantages the card 
ledger possesses over the ordinary book ledger, that the percentage 
_of firms who have taken up this most up-to-date system of keeping 
accounts is so small. As a twelve years’ user of the card system of 
keeping accounts, I would mention some of the advantages it possesses 

over the older method. 


The Ledger 

It is practically impossible, when commencing a new ledger (book) 
so to apportion the pages to each account, that each name will have a 
consecutive run of folios. For example, “ Brown & Co.” is opened at 
folio 21. “Jones & Co.” 29, etc. Brown’s postings, however, reach 
folio 28 long before the ledger is filled, and the result is that Brown’s 





Sus-pIvistoms or 25 


account has to be transferred to, say, folio 232, where there happens to 
be five or six unused pages following. The added folios must be filled 
in on the index, and later on possibly another big jump either backward 
or forward has to be made in the ledger. The result is that whenever 
a posting has to be made to an account, the index has to be referred 
to for the folio, which, of course, wastes time. Now with the card 
ledger, when once an account is given a folio, it always retains 


that folio. Brown & Co., Bristol, p is always a One will realise, I 


think, the considerable advantage to a ledger clerk in making his post- 
ings, when he can remember off-hand the folios of certain accounts, 
and has no need to refer to the index at all for them. 

One of the writer’s clerks, using card cabinets in which are contained 
over 4,000 accounts, can turn up immediately without referring to the 
index, over 20 per cent. of these accounts. 

When the index of a card ledger has to be referred to, it is more 
quickly done seeing that the sections (index cards) are shown on tabs 
standing out prominently on the guide cards. 
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Speaking from a long experience, I am convinced that 50 per cent. 
more postings can be done by using the card ledger in preference to the 
book ledger. 

When posting from the day book, there is very often a deal of space 
taken up by the day book and book ledger, and the clerk doing this work 
will move from one book to the other. With the card system this is 
unnecessary, as each card (the cabinet only takes up about 10 in. of 
space) as required is taken out and laid on the day book close to the 
amount to be posted, and there is consequently less fear of an incorrect 
amount being put down. ° 


Saving the Credit Manager’s Time 

Orders received through the post are O. K’d. and passed by the 
credit manager. Doubtful accounts, or those which from memory it 
is impossible to pass immediately have to be turned up, in order to see 
whether or not the state of the account would justify an order being 
passed. Possibly, in some instances, an order would be passed but the 
customer would be written to asking for a payment. 

Each doubtful account, however, must be referred to, and one 
hardly realises the amount of time wasted where the ledger (book) 
system is in use. Jones—a clerk—may be posting up cash payments 
and using, say, A to B ledger; there are five accounts which have to 
be turned up in this ledger, so Jones must give up the ledger until the 
credit manager has ascertained whether it is advisable to pass these 
orders. If, in addition, any of these customers have to be written as 
to the state of their account, the ledger will be retained by the credit 
manager until the necessary letters have been dictated to a typist. The 
same thing would, of course, occur in respect of other ledgers should 
they be required. 

Counting-house managers will, I think, appreciate the waste of time 
that must occur in this connection. 


Where the Card System Saves 
By using the card system all that is necessary for the credit manager 
is to jot down the names of doubtful accounts on a slip of paper—it is 
not necessary to hold up the order—and as soon as the mail is cleared 
this slip is handed to a clerk who will bring all the account cards required. 
The cards are taken out in a few mimutes without wasting any of the 
ledget clerk’s time. The credit manager at his own desk can quietly 
consider these accounts, make his decision, and, ringing for his steno- 
grapher, dictate his letters—the typist copying the name, address, card 
folio for following up—and after completion the cards are handed back 
to the clerk who places them back in their respective positions. 
The old bogey of “ What if a card should be lost ? ”—and this is, I 
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believe, one of the main reasons why many firms have not taken kindly to 
the card system-—can be overcome if the following method be carried out. 

A coloured card standing out half-an-inch higher than the ledger 
card is put in the position of each ledger card taken out. These coloured 
cards have on the top left-hand corner, a name. For instance, Jones, 
taking a payment over the counter, requires to refer to the account of 
Mrs. Blank, of Burnley. If A to B ledger is in use, Jones takes his red 
card which bears his name, asks the clerk using the ledger for Mrs. 
Blank’s card, and his (Jones) card is left m the position of the one taken 
out. Before the ledger clerk will return (Jones) red card he requires 
the return of Mrs. Blank’s card. I have been using the card system for 
many years, and have found this system effective in preventing any card 
being lost. 


Monthly Statements 

The card ledger system proves itself a big time-saver each month 
during the period spent on making out statements of accounts owing. 
When using the book ledger, it is necessary to turn over each folio 
separately in order to be sure that no account is missed ; consequently, 
if the account Smith & Co., Bury, which was originally opened on folio 
40, but whose current matter is now on folio 51 is in question, the pages 
from 40 to 51 have to be scrutinised to be sure that nothing is missed. 
This sort of thing will occur right through a ledger, and with every ledger, 
and a not inconsiderable amount of time must be spent in this manner. 

Now with the card ledger every card is an active account; there is 
a statement made out for every card tn the cabinet, and there is no wasted 
time turning over dead matter. The reason for this is that whenever an 
account is ruled off and clear—nothing else owing—the card containing 
such an account would be filed in its exact position—the same position 
it occupies in the open cabinet—in what is called the closed cabinet. 
Of course, later on when further goods are sent and another posting is 
necessary, the card is again brought back to the open cabinet. There 
is not the slightest delay or difficulty in doing this, as when the Journal 
clerk is posting, the open and closed cabinet running in exactly the same 
order, folio, numbers and indexes, are used together on the desk. The 
same thing applies when posting cash remittances. The credit manager, 
going through the statements, has to waste no time in referring to or 
looking at any accounts except those for which statements have been 
made out. Further, it is practically impossible to miss any account 
in making out statements—this often happens with the book ledger. 

There are other advantages in the use of the card ledger, and of this 
I feel sure, that anyone who gives the card system for‘the keeping of 
accounts a fair trial, would never think of reverting, back to the—in my 
opinion—ont-of-date book ledger. 
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Financial Planning 


By H. G. JANEINS 


HE success of business is measured in financial terms, and is therefore 

dependent on the ability satisfactorily to finance the activity under- 
taken. Disaster awaits the industrial effort which is not built on a sound 
financial basis, and it follows that the finance of industry requires the 
most careful study and consideration in all its aspects. To determine 
to start a business without adequate study as to how it is to be financed 
is to court disaster, and, even if complete disaster is avoided, no business 
can fail to be crippled in its progress and development where the financial 
position is not adequately provided for. 

Financial planning for any business undertaking is essential, and has 
in the past been given far too little consideration. This financial planning 
must review the whole of the elements concerned in the activity under- 
taken, and we must therefore realise what are the elements of financial 
planning. 


Type of Company . 

The decision having been come to as to the proposed activity, an 
examination of the financial aspect of the proposals must be undertaken. 
Now the first financial consideration must be the type of company 
most desirable under the circumstances. Is it proposed to be the sole 
proprietor or to enter into partnership ? Then the scope of the business 
is limited by the capacity of the individual or individuals to provide 
capital. If, on the other hand, the desire is to cover a wider scope, then 
it becomes necessary to interest outsiders—either friends or the public— 
and it is essential to determine what measure of control the originators 
desire to retain. The advantages and disadvantages of the company— 
the Limited and the Unlimited Company—-must be examined and the 
type most suitable to the circumstances adopted. It is bad business 
to start at the individual and proceed through all the stages to the 
public company if the scope of the undertaking justifies its being launched 
on a wider scale. Time spent in planning to increase capital subsequent 
to commencement is valuable time absorbed from the real purpose of the 
business, which is Trading. In the case of a company, the Memo- 
randum of Association should be drawn to cover a wide field so that the 
undertaking shall not be restricted. 


Capital 
The next step is the determination of the capital required, and its 
provision. It is equally bad to under-capitalise as it is to over-capitalise. 
In the first instance, the business is hindered from development, and, 
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in the second, reasonable profits cannot be earned’ unless the whole of 
the capital is in use. In order to determine the volume of capital 
required, the market for the product must be thoroughly investigated, 
the market for the product being the real limit to the enterprise. No 
superficial assumption that a market exists is a sufficient bas for 
starting a business. 

The nature of the product determines the time taken to prepare it 
for sale. Ifa factoring business is being considered, we have to allow for 
stocks to be obtained, for time of transit to customer, and for the estab- 
lishment required to contain the materials durmg the period between 
acquisition and despatch: if manufacturing, the period required for 
manufacturing processes, for obtaining stocks of raw materials, work- 
in-progress, and finished stocks; labour investment over this period 
and for the volume of business intended to be handled—present 
and future; the buildings required, the provision of machinery, tools, 
and plant, and handling; the cost of maintaining the workers, the 
volume of administration and control; and the cash locked up between 
the despatch and payment for deliveries of the finished product. These 
are main considerations. There are several others which are incidental, 
and which must receive due attention, such as the determination as to 
whether it is intended to manufacture the tools required, provide for the 
welfare of the workers by canteen, etc., all of which are better considered 
before the undertaking is entered upon than after. 

If the best class of labour is to be obtained and retained, under 
present-day conditions we must be prepared to provide safe hygienic 
conditions of working, etc., and all these require capital and must not 
be forgotten in estimating capital requirements. It must be recognised 
that when the amount of capital is fixed, a definite limit is set to the capa- 
city for production—a limit to our capabilities to explore markets—in 
general, a definite limit to the activity of the concern. 

Let it not be forgotten that provision must also be made for fat and 
lean years ; we must be prepared to weather periods of trade depression 
and industrial stoppages, and not forget that these require a margin over 
and above the normal requirements, and this margin must be provided 
for in the capital estimates if disaster is to be avoided. 

The aim of all business finance should be definitely to maintain the 
assets of the undertaking at the original value, and the security of capital 
lies in the ability to do this. 


Investment 

The importance of planning Investment as a definite element, must 
receive careful consideration. Investment in an industrial undertaking 
can be divided into two parts—Fixed and Fluctuating. 
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In the first part must be included Buildings, Plant, and Equipment, 
all of which are of a semi-permanent nature, and which permanently 
lock up the capital required to provide them. It must be constantly 
kept in mind, and it is difficult to do so, that these assets, when acquired, 
represent money on which interest is being paid, and which are able to 
pay that interest only in so far as they are productively employed. If 
there are Buildings without Plant and Equipment, the business is being 
saddled with a charge which we are not making any attempt to provide. 
It is therefore obvious that the best results can only be obtained by the 
utmost use of these elements, and the necessity for appreciating their 
importance in this respect must be constantly realised. 

Fluctuating Assets are stocks of material, work-in-progress, finished 
stocks, and book debts. Here it is necessary to realise that the money 
locked up in these elements represents a large portion of the capital, 
and whilst so locked up its earning power is indirect or contributory 
to production. The lower this investment can be kept, the more money 
is available for the direct purpose of production. Good financial planning 
will determine the maximum amount of capital that is to be locked up in 
these elements, and will aim continually to maintain them within that level. 

A third important investment is that of development and research, 
which no modern industrial activity can afford to be without. 
These represent charges which are not immediately realisable in the 
form of production. If continued success is to be obtained, the Com- 
pany must be prepared to develop the product, to develop methods and 
processes, and this cannot be satisfactorily done unless financial provision 
be made for maintaining a development and research department to be 
continually engaged on improving the product and the method of its 
production. This means investment which may be a heavy item and 
which often becomes a considerable investment due to the necessary 
lapse of time before the benefit of such improvements can be taken 
advantage of. 

The balance of investment must be kept between the various elements. 
A certain capacity of plant requires a certain volume of stock to maintain 
a regular production. A regular balance must be maintained, deviation 
from which means the financial starvation of any elements which are 
deprived of their financial food. 


Turnover 

We now come to a point where consideration must be given to the 
financial problem of turnover. Having decided on the capital, we have 
fixed thereby what total profits must be earned to pay a reasonable 
rate of dividend, and that will enable us, after a consideration of the rate 
of profit to be expected, to ascertain the minimum volume of busmess 
which must be achieved to provide that dividend. 
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Again, the ability to produce in a given period from the purchase of 
raw material to the shipment of the finished product determines to a 
considerable extent the earning capacity. Remember that the speed of 
production governs the rate of profit which can be earned in a given time, 
and the amount of that profit can be increased owing to the reduced 
investments enabling more capital to be devoted to production. Let it 
then be realised that the period of turnover is the governing factor of 
the capacity to earn profits and that efficiency in production is a vital 
factor in determining this capacity to earn profits. 

The volume of business requires, therefore, careful planning. The 
maximum volume is obviously the total requirements of the world for 
the product. The actual volume up to that limit depends on the ability 
to use the capital at our disposal to accomplish production in as short 
a time as possible. 

It is not sufficient to enter markets with products merely because 
those markets present themselves. We must determine whether those mar- 
kets are financially advantageous. In other words, the selling organisa- 
tion must consider the markets from the financial point of view—-whether . 
they are sufficiently substantial to support the investment entailed. 
It is obviously bad policy to lay down an extensive plant to provide goods 
for a market only to find that that market presents a possible two years 
of sales, unless the terms on which sales can be effected will amply repay 
such an outlay. 


Cost and Price 

This financial exploration of the market is a necessary preliminary 
to the determination of price. Price must be governed by the volume 
of the demand, by the period that demand will continue, and by cost of 
production. It is essential to realise that cost is not price. Price must 
allow for varying discounts in different types of markets. To sell against 
competition may often mean selling under cost. Financial study of 
markets will enable us to determine where losses can be made up by 
relatively small price increases in other directions. Price must result 
m a profit on the whole business, not, of necessity, a profit on cost of a 
particular unit of the product. The introduction of a new product to 
a new market may necessitate considerable periods of low price with 
future prospects of considerable profit. We must also appreciate that 
in the early stages of manufacturing new products—when we are develop- 
ing production—cost is not relative to possible price. The financial 
conditions of the business as a whole must be maintained in a state of 
profit and that is the important condition. 
Proft 

The financial results of any undertaking are usually judged from the 
annual Balance Sheet and Trading Accounts. Balance Sheets seldom 
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show the true financial position ; in fact, the only Balance Sheet which 
can be said to state the true position is the Liquidator’s final winding-up 
statement, and this in successful industrial undertakings will never be 
written. Let it be recognised that the Balance Sheet is a financial state- 
ment primarily designed for the determination of rate of dividend and 
must be realised as such, and not confused with the financial information 
required for the financial control of the business. If we are content to 
watch the financial progress of the business from a.yearly Balance Sheet 
and Trading Account we are not likely to know, between the beginning 
and end of a financial year, anything about the financial side of the 
undertaking. The annual Balance Sheet should reflect the overall result 
of the activities to enable the determination of all the necessary provisions. 
for financial safety, and show the minimum profit made and not the 
maximum. Let the fact that dividends are desirables and not essentials 
as a regular thing be kept in mind: that adequate reserves have to be 
made ; and that only after all necessary steps have been taken to ensure 
the financial stability of the business and to meet all possible contingencies, 
is a concern entitled to consider the payment of dividends. 


Depreciation 

What are the elements of financial stability ? Really they consist 
of reasonable valuations and adequate reserves for contingencies. The 
valuation of fixed assets, the valuation of liabilities, and the valuation 
of stocks, call for the most careful attention. In the case of fixed assets, 
recognition of the wasting value-of assets demands the writing off of 
depreciation—adequate depreciation—which will enable the whole plant 
to be maintained m a condition of efficiency, introducing at the right time 
improved machinery and equipment. Depreciation in itself is a matter 
calling for the most careful study. The business that does not depreciate 
its plant to a prudent extent will sooner or later find itself in possession 
of plant wHich prevents competition being met and is as a result on the 
downward path. The writing off of depreciation is of little use unless 
it is resolutely used for the purpose for which it is designed. 

The liabilities also require careful valuation. Claims must be 
provided for; undetermined liabilities considered; and all eventual 
liabilities assessed on a safe basis. 

Stocks must be depreciated for obsolescence and wastage. Let it 
not be imagined that 100 sets of parts will make 100 finished articles. 
Wastage is an important item, and must be properly provided for. 
Physical stocktaking must be regularly undertaken to ensure the records 
being correct, while the basis of valuation must represent a true estimate 
of therealisable value. When all these conditions have been complied with 
and adequate reserves provided, then, and then only, can the balance 
between assets and liabilities be regarded as representing profit or loss. 
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Financial Control 


The phase of finance which is now to be dealt with is that of financial 
control Financial information is the only real means of controlling a 
business. The financial information must be provided in such a manner 
as to enable the directors of the business to be constantly feeling its pulse 
and taking its temperature. If fmancial control is to be effective it must 
provide all the essential fmancial information at as short periods as 
possible. Watch the finance weekly if you can, and never less frequently 
than monthly. 

The financial control consists of three elements: Learning the lesson 
of the past ; Knowing what is happening in the present ; and Anticipating 
the future. The finance controller must look ahead further than any 
other executive in the concern. Budget as far forward as possible ; 
budget capital outlay; budget expenditure to a reasonable degrec 
of detail. Avoid getting lost in detail and realise that financial figures 
are for the management of the business. Avoid unnecessary but preserve 
commercial accuracy ; present financial figures in their real perspective ; 
avoid letting thousands go unnoticed and wasting time in pence. 

Compile the financial returns to enable the business to be studied 
from a management point of view, and not from an accounting point 
of view. Provide financial information for each responsible head of a 
department. Let him see what he is spending and what he is earning. 
Prepare detail budgets and set a limit to his expenditure. In this way 
only can each section of the business be held in financial check and be 
prevented from damaging the whole structure by extravagance. Remem- - 
ber the foreman—the head of the department—is not a financier, and 
make simplicity the important aim in presenting figures to the executives. 


Urgency of Cost Information 
Cost systems are necessary, but it is important to realise their limita- 
tions and their uses. Cost is necessary as one element in fixing price, 
also as a means of studying efficiency. But the detailed cost which is 
ready for consideration a month after the event is useless and a waste 
oftime. To be effective cost must be available immediately the operation 
has taken place. Avoid cumbersome systems which aim at the allo- 
cation of every single detail of expenditure. Sectionalise costs so that 
your executives may see the cost of the element over which they have 
control, and not be examining figures over which they have no control. 
In all cases the real cost is the total expense of the department against 
the value of its production. Set a standard of overhead expenses 
and keep within it. Let financial figures control waste, seen and 
unséen. The seen will be a simple matter; the unseen requires 
keen study with an understanding of the processes and policy of the 
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business as a whole. The search for unbalanced elements of staff and 
equipment, the determination .of economical production, the study of. 
individual efficiency, and overall efficiency, all require keen fmancial 

introspection and the presentation of the detail and gross effect on the 

financial results of the business, if they are to be effective. Don’t imagine 

you can have financial control effective if the financial staff do not 

understand the business as a whole. Give them facilities to study it ; 

realise that they require a wide outlook, and a considerable perspective. 

Realise that to be effective financial control must be up to date and able 

to put its finger on inefficiency immediately it occurs. 

To sum up—the financial planning in modern industry is as important 
as any other function and requires to be realised and studied as an integral 
part of any business undertaking, and not treated as an accounting record 
but as an essential to successful business; and that financial control 
capable of regulating the profits of the business to as great, if not a 
greater, degree than any other phase of the activity is absolutely necessary. 





Notes on Company Meetings 


By ALBERT Onsw, Barrister-at-Law ; 
Author of “ Procedure at Company Meetings ” 


No. 2 


Notices of Meeting 
A COMPANY is not corporately assembled so as to transact any 
business, unless the meeting is convened by a proper notice which 
gives every member the opportunity of being present and complies with 
the articles as to stating the objects for which the meeting is to be held. 
It is commonly supposed that a meeting of a company requires 
seven days’ notice, but the length of notice entirely depends on the articles. 
Section 67 of the Act of 1908 provides in default of, and subject to, any 
regulations in the articles a meeting of a company may be called ‘by seven 
days’ notice in writing and does not make seven days’ notice obligatory. 
It seems that in the absence of any special provision in the articles, the 
number of days’ notice must be clear day’s notice, t.e., exclusive of the 
day of service and the day on which the meeting is to be held. Table 
A expressly excludes the day on which the notice is served or deemed 
to be served in calculating the number of days for notice, but includes the 
day for which notice is given, and further provides that a notice is deemed 
to be served on the day on which the letter would be delivered m the 
ordinary course of post. The register of members which by Statute 
contains the addresses of members is prima facte evidence of matters 
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therein stated and it is usually sufficient to take these addresses for services 

.of notice subject to any regulations in the articles. All shareholders on 
the register are entitled to receive notice, and if any person entitled to 
attend is not regularly summoned such meeting is irregular and its 
proceedings invalid. Articles usually protect meetings from any mis- 
carriage of a notice by providing that the accidental omission to give any 
such notice to any of the members shall not invalidate any resolution 
passed at any such meeting. 

Notices must give a sufficiently full and frank disclosure of the facts 
upon which the meeting is asked to vote. Articles usually provide for 
what is called general business, 4.¢., ordinary business, in which case 
particulars thereof do not require to be disclosed in the notice, but 
any business other than ordinary business requires full details in the 
notice convening the meeting and it is material that the shareholder 
should know whether a special or extraordinary resolution is contemplated. 
‘The rule in Foss v. Harbottle that the Court will not ordinarily interfere 
in the domestic concerns of a company in reference to acts not skra 
vires the company involves as a corollary that the vote at a general 
meeting, as it binds both dissentient and absent shareholders must be 
a vote given with the utmost fairness—that not only must the matter 
be fairly put before the meeting, but the meeting itself must be conducted 
in the fairest possible manner. The Act of 1908 expressly provides 
that the notice concerning a meeting at which an extraordinary resolution 
is to be proposed must specify the intention to propose the resolution 
as an extraordinary resolution and any omission to do so invalidates 
the meeting. An invalid notice cannot be cured by the acquiescence of 
the shareholders. Special business can, of course, be transacted at an 
ordinary meeting provided proper notice thereof has been given; there 
is no need, as was formerly the case, to transact business at an 
extraordinary general meeting. 

A meeting, if duly called, cannot be postponed by a subsequent 
notice issued before the meeting ; it can, of course, be adjourned before 
any business is done. The former rule is more honoured in the breach 
than in the observance thereof. 

The chairman’s declaration as to the result of voting is conclusive in 
the absence of a poll in reference to an extraordinary or special resolution, 
provided there is no fraud or bad faith. Table A extends this power 
of the chairman to other resolutions. This will prevent any question 
being afterwards re-opened, even if evidence is forthcoming that the 
chairman’s declaration was in fact wrong, unless there is an apparent 
error, 6g., when he states the number of votes given and they are 
insufficient. Where articles provided that if votes were not disallowed 
at the meeting they should be good for all purposes the Court held that 
in the absence of bad faith or fraud the resolution could not be afterwards 
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impeached on the ground that votes were improperly received. The 
notice, however, may be looked at to see if the resolution is in order. 


Proxies 

There is no common law right to vote by proxy, though articles 
generally make provision therefor. In these circumstances voting by 
proxy is usually governed by the regulations in the articles and an 
infringement thereof may invalidate such a vote. But where articles 
provided that the instrument appointing a proxy shall, if such appointor 
is a corporation, be under its common seal, it was held in the case of 
a South African company having no common seal and not required by 
law to have one, that an attorney duly appointed in England to vote 
for the company was entitled to vote. 

Proxies may only be counted at a poll but apparently. may be counted 
on a show of hands if the proxy is not a member of the company. 

An adjourned meeting, as regards notice, is regarded in law as a 
continuance of the ordinary meeting, and no new notice is required 
when the adjournment is to a fixed date, but an adjournment sine die 
would require a fresh notice. Where proxy papers, as is usual, are 
required to be deposited at the offices of a company forty-eight hours 
before the meeting, they may be used for the original meeting or at any 
adjournment thereof. But proxy papers deposited at the offices after 
the original meeting, but in sufficient time before the adjourned meeting, 
are invalid for use at an adjourned meeting, unless the articles expressly 
provide that proxy papers may be so deposited, whether such meeting 
be an original or an adjourned meeting. But where a poll was directed 
to be taken at a future date, but the meeting itself was not adjourned, 
the Court held that the mere postponement of the poll was not an 
adjournment ad hoc of the meeting within the meaning of an article 
allowing the lodgment of proxy papers forty-eight hours before a meeting 
or an adjournment thereof. The original meeting continued for the 
purposes of the poll, and no fresh proxies could be lodged. 


Privilege of Speech at Meetings 
Speeches at company meetings are privileged as are also circulars 
sent by the directors or shareholders to the shareholders on the ground 
that they have a common interest in the affairs of the company. Provided 
the occasion is not abused and there is no malice such communications 
though defamatory are protected by the law, and libel or slander pro- 
ceedings would usually fail. But the publication of a fair and accurate 
report in a newspaper of the proceedings at a shareholders’ meeting at 
which defamatory statements were made, ¢.g., respecting the secretary, 
are not privileged since they are not of public concern and the publication 
of them is not for the public benefit. 
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The Progress Department and Output 


By W. J. Hiscox 


HE Progress Department, in addition to introducing business 

methods into factory and ensuring deliveries being kept, is closely 
associated with output. To the uninitiated, delivery and output are 
one and the same thing, but in reality each has a separate and distinct 
- meaning. Delivery means the completion and dispatch of a definite 
order to a customer’s specific requirements, in accordance with a date 
previously agreed upon, whilst output is more or less associated with 
production upon repetition lines, where the article is turned out in bulk, 
and afterwards placed upon the market as a standard line. 


Conflicting Claims of Output and Delivery 

In some factories delivery and output are considered together, this ` 
particularly in connection with semi-standard lines of manufacture pro- 
duced in fairly large quantities, yet with some slight variation to meet the 
needs of a specific customer. In cases of this description, a definite 
weekly output is aimed at, but the output of any one week must comprise 
the customers’ orders due for completion during that week. It is not 
permissible to maintain output at the expense of delivery, and yet the 
management insist upon the output being maintained. Under such 
circumstances, therefore, the progress man is oft-times in a quandary, 
for it frequently happens that on account of close application to the 
claims of delivery, the rival claims of output do not receive adequate 
attention. It is a most difficult position, which only the expert can 
negotiate with any possibility of success. 


Necessity of a Progress Organisation 

It is, however, in connection with output as apart from delivery that 
this article is concerned; that is, the production of a standard line 
of manufacture in bulk, to be placed upon the market for distribution. 
Here, a given number is predetermined as the output for the year, this 
number being charted and divided into definite weekly or monthly 
sections. It is sometimes asserted that the Progress Department has 
no place in the factory working under these conditions, that the factory 
is planned and that output will follow automatically—but experience 
teaches otherwise. It is true that the planning section is well tothe 
fore, but it is true also that the aims of the planning section can never 
materialise unless assisted by a strong progress organisation. How 
valuable that assistance is, it is the object of this article to demonstrate, 
and the writer is assured that he will be able to prove that an efficient 
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Progress Department is as essential to the factory solely concerned 
with output as to the factory dependent upon the prompt delivery of 
customers’ requirements. 

The factory with which this article is concerned is laid out to the best 
advantage for the production of the specific line of manufacture in 
which it is interested. The machine shop is divided into definite sections, 
care being taken to ensure that the capabilities of one section are 
commensurate with those of another. This, of course, is necessary, 
for assuming the weekly output from the factory to be 250 assembled 
units, it is obvious that 250 sets of details must be handled by each 
section weekly. Not all the details comprising an assembled unit pass 
through every section in the factory. One part may pass from turning 
to milling, omitting the drilling section altogether, whilst another part 
may be completed in the capstan section, and pass direct to the assem- 
bling shop, no other machinery section being concerned with this specific 
detail This must be taken into consideration when planning the shop 
lay-out, otherwise there is a probability of idle machines bemg in 
evidence in one or more sections. What is required from each section, 
therefore, is 250 sets of those parts in which the section is interested, 
making it possible for the output of 250 assembled ‘units from the 
factory to be maintained. : 


The Basis of Successful Production 


The routeing of the component parts, then, is a matter which must 
receive much consideration, for it is here that the basis for successful 
production is formed. The planner, or the rate fixer, or whoever is 
deputed to carry out this duty, must work with a view to ensuring the 
maximum production from each and every section, and a combination 
of theoretical and practical experience is essential in the interests of 
economical production. The necessary jigs, tools and fixings must 
likewise be planned ahead, care being taken in this respect to ensure 
any tool, jig, etc., being ready by the time the operation for which it is 
intended is due to be put in hand. 

The planning having been accomplished, the progress man is 
necessary to ensure that the results of that planning realise expectations. 
It must not be inferred by this that the Progress Department is a sub- 
sidiary concern, but this aspect will be taken later. For the moment 
it is proposed to show how the Progress Department succeeds in exploiting 
the work of the planner, and making it possible for the maximum results 
to be attained. 


a 


Adequate Information Essential 
Each factory has its own system of routeing, but in every instance 
it is designed in such a way as to allow the Progress Department adequate 
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information. The whole of the details involved are set out in the form 
of a specification sheet, this giving particulars regarding quantity, size 
and class of material required, source of supply, etc. In some factories 
the routeing is embodied in the particulars given upon the specification 
sheet, whilst in others this information is conveyed by means of produc- 
tion cards. Whichever method is favoured, however, it is this 
information which determines the policy of the progress man, and 
enables him to know at the outset the departments and sections involved, 
and the time any part must spend in any one department or section. 

The source of a supply is a factor which must engage the attention 
of the progress man at a very early stage, for obviously, until the 
material is forthcoming, very little can be done. A perusal of the 
specification sheet will show that various parts must emanate from 
the foundry, smithy, material store, and’ outside supplies, so that 
altogether a good deal of preliminary work must be accomplished ere 
actual production is actually commenced. To consider the procedure 
adopted by the Progress Department for dealing with this we must 
hark back to the Planning Department, to see what is the principle 
applied in connection with the source of supply. 


Preliminary Details 

It having been pre-determined that this part is to be a casting, this 
a forging, and this to be manufactured from bar-steel or brass, whilst 
it is considered more economical to allow an outside firm to supply yet 
another part in its entirety, rather than to produce the same in the 
factory, the next step is to arrange for the necessary drawings to be 
made. Ina repetition factory, each part is shown on a separate drawing, 
this giving all particulars in regard to dimensions, finish, class of 
material, etc., and from this drawing other drawings showing the tools, 
jigs, patterns and the like, which are necessary for the manufacture 
of the article are brought into being. The casting necessitates the 
making of a pattern, and when the casting is in existence various tools, 
jigs, fixings, etc., are necessary to ensure the machinery being performed 
in the most economical manner. A die may be necessary for the forging, 
and even the parts to be made from steel-bar must be provided with 
the necessary tools and jigs. These parts must all be designed, and 
it is obvious, therefore, that some considerable time must elapse before 
actual production can be considered. 

The work of the progress man commences long before the actual 
production stage, and he can materially hasten the time for the part to 
be put in hand. Once the detail drawing is in readiness, the progress 
man can go ahead, for he can just as well bring pressure to bear in the 
Tool Drawing Office and the Pattern Shop as in the Machine Shop or 
Fitting Department. Much trouble is occasioned in some factories 
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owing to failure to observe this truism, it being popularly supposed 
that the instructional and tool departments cannot be hurried. Whilst 
it is true that the actual work cannot be hurried, this applies to the 
machine shop quite as much as to the tool drawing office. The progress 
‘man, however, is not concerned with hurrying the actual work, no 
matter where it may be, but his business +s to obviate delay, and his 
services are as necessary to the instructional department as to any 
productive department. 


Eliminating Idle Time 

The Progress Department then is concerned with the prompt issue 
of instructions to the factory, and exerts its influence with a view to 
eliminating “idle time,” which, obviously, is lost time. Certain 
instructions are due in three weeks, but the actual time taken for 
preparing these instructions may be less than one week, the other two 
weeks being lost time, consequent upon the volume of other work to be 
handled by the department in question before this particular work can 
be put in hand. This in all probability, is unavoidable, but there is 
(or may be) a certain amount of avoidable lost time, and it is this which 
engages the attention of the progress man. 

The pattern drawings having been prepared, the making of the 
patterns must, of course, precede the casting of the article, much time 
must be spent upon the making of the wood pattern, and then, in all 
probability, working iron patterns must be made. On a new line of 
manufacture this work is more or less experimental, and many alterations 
and adjustments may be necessary ere the patterns are put into 
commission. Planning alone will not guard against every contingency 
which may arise, and to ensure success in this direction planning must 
be supplemented with efficient progress work. 

` Actual production in this connection begins in the foundry, and the 
patterns being in evidence, work in this department can commence. 
Thus one of the sources of supply is located, and before proceeding 
further in this direction we may consider the preliminaty work of the 
Progress Department in reference to the other sources. Parts from the 
smithy require tools and dies, for which drawings are essential, and 
these being forthcoming, the work is put in hand in the tool room. 
Practically the same procedure as in the case of the pattern, is followed 
by the progress man, the elimination of avoidable delay being his chief 
consideration 

The question of the outside firm as a source of supply falls within two 
categories, each of which requires different handling. In one case, raw 
material for finishing in the factory is the consideration, whilst, in the 
other, the outside firm supplies the fmished product. It is obvious 
that the first-named must receive primary attention, as m all probability 
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operations occupying several weeks are necessary before the piece is 
ready for the assembler. The progress man must, therefore, keep in close 
touch with the Buying Department, with a view to getting into the 
factory first such material as will require the greater amount of time 
spent upon it. 

The material store as a source of supply is a much simpler proposition, 
and so long as adequate supplies of the requisite material is available, 
this can be drawn upon as required. Thus it will be seen that the 
Progress Department must differentiate between the various sources of 
supply, and thus ensure the availability of the material in accordance 
with requirements. Having settled this satisfactorily, the processes 
through which the part has to pass in the factory, must now be considered. 

Much depends now upon the line of manufacture being produced. 
If the completed unit is comprised of but a single assembly, the progress 
of the parts through the shops is a comparatively simple matter, but 
where a number of sub-assemblies are involved, these in their turn 
having to be assembled together to form the completed unit, a more 
imtricate state of affairs exists. The production of motor cars forms 
an excellent illustration im this respect, and the parts must be progressed 
through all stages to meet the requirements of the specific sub-assembly 
of which they form part. 


When the Progress Department must Plan 

` The processes through which each part has to pass are decided upon 
by the Rate Fixing Department, and the duty of the progress man is 
to see that no time is lost in getting the parts through the various 
operations. One part may get through the machine shop with only two 
operations, whilst, in the case of another, a dozen operations are 
necessary. Yet these two parts are required by the assembler at precisely. 
the same time, and it is apparent, therefore, that the progress man must 
exercise judgment. It is here that the Progress Department must 
plan, for haphazard chasing is of no avail. With thousands of com- 
ponent parts in process, it requires some skill to determine the order of 
procedure, and the most elaborately designed programme cannot ensure 
every part coming through, unless assisted by the personal atteancns 
of the progress man. 

The question of tools and jigs required in connection with the 
machinery operation must not escape attention, and every effort must 
- be made to ensure these being ready by the time required. The drawing 
of each part should, therefore, show what tools and jigs are necessary, 
and for what operation they are to be used. Thus, a part is operated 
upon in the first place upon the capstan lathe, for which a tool is necessary, 
and when this operation is completed the part must be drilled, a jig 
in this instance being required. It is obvious here that the lathe tool 
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must receive the first consideration, whilst the drilling jig will follow 
in due course. 

~ The progress man must, therefore, get in touch with the Tool Drawing 
Office, and also with the Tool Room, in order to obtain accurate informa- 
tion concerning the progress of tools and jigs. This information is 
absolutely essential, for in the event of an impending delay in connection 
with a specific tool or jig, it may be necessary to find a substitute job 
for the machine affected. The question of tools does not, perhaps, 
receive the attention it deserves at the hands of the progress man, 
but it is nevertheless of the utmost importance, having the effect it does 
upon production. 

It will be observed that the structural parts of the unit are usually 
castings or forgings, and as also these parts in the main must be subjected 
to a number of long machining operations, it is in this direction that 
the activities of the progress man must extend, in the first instance. 
A chart is compiled, showing the numbers of each part due from the 
foundry or smithy each week, this being checked by the actual output 
per week from either of these departments. It must be borne in mind 
that output from the foundry is often reckoned in weight, and the 
tendency on the part of the foundry foreman is, therefore, to produce 
those castings which will the most easily reach the weight aimed at. 
The progress man (and the factory generally) is concerned with sets of 
parts, seeing that these are necessary to ensure the output from the 
factory, and his business is to see that sufficient sets of parts are produced 
by each and every department to enable the factory to produce a given 
number of assembled units each week. 


The Production Regulator 

The Progress Department is the production regulator. Left alone, 
the output from a certain department will assume gigantic proportions, 
but output under such conditions is valueless to the firm. The quantity 
is there, but it is unmatched, and as a consequence the assemblers 
cannot produce the completed article on account of missing parts. The 
systematic progress of parts through the shops, with due regard to the 
degree of urgency, based upon the relative value of each part from an 
assembling standpoint, is a matter of vital importance. The output 
from the factory is determined by the number of assembled units 
produced, and not by a huge mass of detail, the greater portion of which 
must of necessity remain in the store for a considerable period. 

The Progress Department undoubtedly has a definite place in the 
factory engaged upon production on a repetition basis, for it is there to 
interpret, in the broadest sense, the aims and ideas of those who plan. 
Unsupported planning is futile, for with the ever changing conditions 
governing production, active administration is essential Apart from 
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this, output must be progressive. The factory may be laid out to cope 
with a‘given demand by way of output, but that demand increases 
as time goes on. We plan to produce 2,000 assembled units this year, 
but next year we shall eee 3,000, and it is by organisation that we 
shall get them. 
Active Organisation Essential 7 

Organisation then must be active, not passive. It must be ahead 
of production—a fact that is frequently lost sight of. And it is the 
Progress Department that carries the emblem of activity, for it cannot 
remain passive. It opens up possibilities, and forces the interested 
parties to exploit them. It facilitates production at every stage, and 
makes it possible to produce three where in the past only two were 
produced. It takes outside worries away from the foreman, enabling 
him to concentrate upon economical production, and this being so, it 
creates a progressive Planning Department. It encourages team work, 
_ but it does not destroy individuality, and that is the secret of its success. 

Intell gent co-operation is efficient organisation. Initiative is neces- 
sary to ensure success. The football team works collectively, yet each 
individual is liable to be tested. There are times when everything 
depends upon one individual, and if he fails the combination is smashed. 
The team is comprised of intelligent individuals, each alive to his own 
importance, yet never letting that fact blind him to the importance 
of the other individuals comprising the combination. The’same applies 
to factory organisation, and the Progress Department, as a combination 
of intelligent individuals, is a necessity in any engineering factory. 











This article deals with ons of the most difloult problems of the Cost Accountant—ihe 
equitable apportionment of expenses over output. 





Costing and Factory Organisation 


By H. JoLros Lunt, Chartered Accountant (Honours). 


IV. Engineers’ Accounts 
Expenses 
‘Te charging of expenses fairly and equitably over work produced 
is the most difficult part of a Cost Accountant’s duties. It is 
impossible to determine actual expense in carrying out a given order for 
a customer and the detailed application of sound principles in the 
distribution of total expenses is the only method that can be adopted. 


Expenses divide themselves in the first place into two groups— 

Factory Expense or Direct Expense, comprising 

Rent and Rates of Factory If owned, interest on Mortgage or Loans may 
replace rent ; 

Power, whether from coal, gas, or electricity ; 

Insurances ; 

Heating and Lighting ; 

Sundry Stores ; 

Repairs ; 

Unproductive Wages, including Foramen, Timekeepers, -Enginehouse wages 


and T: rtation wages; 
Depreciation. 


Administration Expense or Indirect Expense : = 


Office Salaries, Stationery, Postages, and other expenses ; 
Rents, Rates, and Insurances of Offices ; 
and Overdrafts. 


It will be noticed that Carriage and Cartage on Raw Material is 
omitted; this is part of the Cost Prices and must be added to invoice 
value of Raw Stock. Similarly Discounts Receivable or Commissions 
should be deducted from Purchase Invoices. If this course is not 
practicable they may be credited against administration expenses. 

The treatment of Interest in Cost Accounts varies ; the most general 
plan is to ignore interest except the amount of actual interest on Loans 
and Overdraft, which is regarded as an indirect expense. If it is preferred 
to include interest on property or plant as part of Factory Cost (as may 
be argued theoretically to be correct), the amount thus debited in factory 
charges forms a credit to General Profit and Loss Account or may be 
credited alternatively to administration expenses. In cases where 
the land and buildings are owned this course is desirable in order to retain 
a charge in place of rent not otherwise appearing. In the discussion 
of comparisons between different factories, plants or processes and of 
machine rates the matter has also to be considered. 
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EXAMPLES OF COST--CONTRASTING 


Total Week's Wage: £500 “A” Shop: £120 
4 a . Hours: §,500 a 1,700 
iene Expense: £1,200 : sie, BOR £500 


Total ER equals 240% or 524d hr. Shop “A”: 4168% or 70-6d. hr. 














% H/R. 
416-6 | 70-6d. 
£167 | £109 





























Percentage Method 

One very general method of charging Factory Expense is by a per- 
centage on the amount of productive wages paid on each job. This 
is sufficiently correct if— 

(1) The entire works is turning out one standard product ; 

(2) Thé wages paid are nearly all on the same level; or 

~ (8) There is little or no machinery in use of an expensive type either 

as regards value or upkeep. 


Productive Hour Method 

It is however preferable to obtain the number of hours of productive 
labour by totalling the records of the pay sheets. By dividing this 
total into the total Factory Expense a charge on an hourly basis is 
obtained and this rate can be charged to each Cost Account for the 
number of hours worked by the men on it. This is more correct because 
the factory expense corresponds more closely with the number of hours 
worked than with the amount of wages paid. 


Shop Rates 

It is further advisable to analyse the expenses so as to distribute 
them in the first place over the different shops or departments in the 
works. The correct way of doing this has been explained in the article 
on departmental accounts. The expense in one shop will not be the same 
as in another, and the expense in each should bear its own correct appor- 
tionment. The expense incurred in each shop is, therefore, obtained, 
and by dividing by the total productive hours worked in each a seriés 
` of rates for the different sections is fixed. The Cost Ledger must then 
show the wages separately for each shop, and the shop rate of expense 
will be charged upon it (see Example above). 
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METHODS OF CHARGING EXPENSES. 


“B” Shop: £250 “C” Shop: £130 
2,000 Loa. 1,800 
. £500 n. £200 


¢ Shop" B” 200% or 60d. hr. Shop“ C” 1539% or 26d. hr. 










Shop u“ B” Shop t CG 











£187 £ £134 
£8 £51 


£26 | £181 | £176 


These are representative orders and under each method the total 
expense charged comes to approximately the same amount, but owing 
to the different systems of apportionment serious differences arise. 
Order No. 1 shows an expense charge of— 



































3s d 

On the general percentage bass . x we ok - = 
ee £ k ; 102 12, 4 
departmental basis to F : .- 14 - - 


and the departmental percentagé basis illustrates the weak point in the 
percentage plan by giving a charge of £187. . 


Order No. 2 on the general expense basis has an expense cost of £72-£76 
corrected on the departmental basis to £51-£58. Order No. 3 has a 
reduced cost also on the departmental plan £176 on the hour method 
against £181. 


Rate per 
hour 





s. d. 





























Another example may be quoted giving illustration of total cost 
where different classes of labour are employed on the same work. 

The basis of expense allocation having been determined, the rates 
are calculated from the Counting House records, and frequent control 
of expense items and checking .of rates is necessary, though the rates 
should not be altered too frequently. 
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A monthly tabular expense Summary from the Nominal Ledger 
Accounts in the form of an Expense Allocation Account should be 
regularly prepared and can be incorporated with advantage in the general 
book-keeping. 


FACTORY EXPENSE ALLOCATION ACCOUNT. 


[iz lze Me aa June. | July. | Aug. | Sept. | Oct. | Nov. | Deo. 





























To Rent 
n Rate. 180 
w Coal , ‘ „| 129 
 Riectricity . -| 100 
» Insurances . à 85 
x Ropes ; z 
” $ 4 
»n Unproductive Wages 4; 240 
„ Deprectation . š 30 
ki,1a0] 
=» Oncost Suspense Account| — 
sc) 
' No. 1 Total of 
a | 220 
a2 do doa .| 480 
No. 3 da 190 
No 4 do do 160 
he 1,020 
Oncost Suspense Accomt .| 160 














From this Summary the allocation of expense to different shops can 
be controlled. Í 

The Cost Ledger is completed by the charging of expenses in respect 
of all finished work according to the wages recorded in each Contract. 

Expenses should be charged on (1) Completed Sales Orders and Sales 
Repair Orders ; (2) Stock Orders for parts, etc., for Stores; (3) Plant 
extensions and Capital Expenditure (except when small in amount) but 
not on Repair orders, Tools or similar jobs, which are themselves expenses. 

‘A Monthly Summary is abstracted in detailed form. 

The total expense charged as shown in this summary must be com- 
pared month by month with the Counting House Records, and discre- 
pancies in one month may be carried forward to the next, and the increase 
or decrease in the amount of uncompleted work will be a factor to consider 
in determining whether the rates should be altered or not. 

The Summary also provides means of ascertaining whether the 
margins on each contract are sufficient to cover administration expense 
and profit. This requires a definite percentage on factory cost, which 
can be checked month by month from the Counting House Nominal 
Ledger Monthly Summary, and inquiry is at once possible in cases where 
the requisite percentage is not reached. 

The Value of Work in Progress is shown by total of Uncompleted 
Orders column. 
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COST LEDGER SUMMARY. 
Monts ENDING 30TH SEPTEMBER, 1919. 
Class of Work...,... .. .Sales Ordes.. . Brass Department Te ia 














COST SHEET. 
Works Order: No. 0821. 
Date, 8th October, 1919. 


Customer: W. Jones Promised 20th October, 1919. 
Date completed, 15th October. 


Particulars: 10 + 24° Pedestal Bearings. 


Waars. 































l, 
Oct. 1 4 hrs. 6/4 | 18 hrs., 38/~| Oct. ies Castings 
Oct. 17 10 hrs., 17/-| „ rass | 
S I Bar 1} / 1, 
t teel Nuts 
Total Material ‘ ; 
Total W : ; 
Factory 1. 25 hrs., 24 210 ~ 
2. 4 hrs., 2/6 10 - 
3. 28 hrs., 4/6 6 6 ~ 
- 9 6 - 
F Cost 21 9 4 
Office Oncost 20% £ 5 10 
2515 2 
Profit 4 410 
Sale Price £30 - -~ 





Profit: 165% on Nett Cost, 
or : 143% on Sale Price. 


The Cost Accounts should also be systematically checked with the 
estimates on completion of each account, to discover errors in under or 
over-estimating and to inquire into all unsatisfactory results. 

In the financial books the accounts should be framed on the plan 
illustrated. A Manufacturing Account is debited with Material, Wages 
and Factory Oncost, and credited with Finished Goods at Factory Cost. 
Finished Stores Account is debited with goods manufactured, and the 
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balance, allowing for increase or decrease.in stock, gives the cost of goods 
sold, which will be debited along with any Oncost Balances from Oncost 
Suspense Account to a monthly Trading Account. 

The following Journal Entries will make this clearer. 


3ist OCTOBER, 1919. 





» Chargeable Expense Account for dis- 
bursements chargeable to Customers por 
Cash Analysis . : 3j -| - 

» Productive Wages ‘Account for total per 


» Factory Expense Allocation | 











1287} -| - 





To Manufacturing Account for completed 
KOR De Osea SATIMA . 4,438] -| - 


Dr. 5281| -| - 

, To “nished Stock Account for cost of 
Goods sold } 5,238] -| - 
, Oncost Suspense Account for balance of 
Expenses not charged to Contracts ; i 25, -i - 




















Corresponding entries in the Cost Journal will maintain a double- 
entry system in the Cost Accounts and harmonise the Cost and Financial 
Books. In the Cost Journal the first two entries only are required, and 
in place of Manufacturing Account, Sundry Contracts per Cost Ledger 
Summary will be debited and credited respectively— 


To 


Finished Stock Account . . . Dr. 
To Sundry Contracts 7 . d 

In place of the debits to Finished Stock Account in both Journals 

`~ there will be debits to Sales Repairs Accounts for repair orders for cus- 

tomers: Work Repairs or Plant Repairs Account and Works Extensions 

or Plant Extensions Account for completed Works Orders representing 
work done on account of the factory. 
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The Cost Journal is also useful for transfers when required from one 
Cost Account to another. 


PREMIER ENGINEERING CO. 


£ |s . 
Oct. itro Work-in-Progress .|| 1, (By Work-in-Progress 
31),, Material . . «|| 1,905 » Finished 
i 30 


Labour . . ’ ld 
t 


























Dr, ONCOST SUSPENSE ACCOUNT. 


1919. 


Oct. 31/To Balance, No. 1 Shop 


















Dr No 1 SHOP ONCOST ACCOUNT. 








Oct.31 Rent and Rates . 
Heat and Laight 





























1919. 
Oct 1{To Stocks on hand. 


31 ,, Manufacturing A/c . 
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TRADING ACCOUNT 
For THE Monto Enprte 31st Ocroper, 1919. 








F; s d. f s |d. 
By Sales ; š : i F ‘ ‘ ; 
To Sales Returns . A 3 . f s 124 
», Allowances ; . 3 ` i 3 
» Freight ; 4 x ; ‘ : ; 233 
Nett Sales 4 : ; x A i 
Lees—Cost of Sales i ; ; x 5,236 
Oncost Suspense ‘Account ‘ 
cy 








Grose Profit 




















To Office Expenses—-Management Salaries 403} -| - 
Advertising and Salesmen 200) -| - 
Office ; 267 | -| - 
Discounts and Bad Debts 135| -| - 
General R 271) -| - 
Depreciations . -| - 
Nett Profit 


(To be coninued.) 





Checking Petty Cash Disbursements 


By Frank NuGENT 


HUNDREDS of pounds are paid out in small items, for department 

requisites in many of our large retail and wholesale houses. Slips 
are sent down to the counting house on which is stated the amount 
required and the line to be purchased. 

Sometimes a receipt for the purchase is obtained, but oftener than 
not the amount being small no endeavour is made to get a voucher. 
For the counting house to accept these slips simply because they are 
signed by an assistant in a department from which an application for 
cash has been made is a very unsatisfactory method. Without a reliable 
check there is always the opportunity for fraud. An instance came under 
my notice some years ago. One of the department’s assistants (a junior) 
who was usually sent out for any small cash line that was required, 
noticed that the buyer just scrawled his initials at the foot of the slips. 
This youth made a carbon copy of these initials, and regularly after- 
wards small sums were obtained on presentation of a slip on which 
the buyer’s initials appeared, but which had been written by this young 
“ Jim the Penman ” assistant. 

It was only owmg to greed on this boy’s part that discovery of the 
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fraud was made. The buyer, noticing the charge for petty cash items 
was larger than usual, went into the matter, and found that sums had 
been obtained for the past seven months, totalling up to a considerable 
amount. 

A buyer should have an opportunity of seeing and examining himself 
charges that have been made against his department every month. 
To simply debit a department as many do with, say, Sept., /19, 
expense a/c {10 7s. 6d., or so, is not fair to the house or to the buyer. 
The system I use and which I find very reliable is run as follows— 

A duplicate slip book is issued by each buyer or head of department, 
and each page contains perforated slips— 


26 Segrt. 1919 Brought forward 15 5 4 
Dept. Lace 2401 
1 dos. B— 3 2 
H.B. 
26 SEPT. 1919 
Dept. Lacs 2402 
Floor oi 8 9 














Carried forward || 18 | 16 4 

Now, using ordinary slips is making it easy for the pilferers. The 
duplicate book prevents any possibility of fraud, either on the part 
of the department assistant or the petty cash clerk, without discovery 
being made at the end ofa month. These duplicate books are perforated 
80 many slips to a page, and the amounts are written through a carbon 
leaf, showing the sum obtained on the page remaining in the book. 
These amounts are added each week and the full total shown at the 
end of each month. The counting house send a debit for these petty 
cash items every month to each buyer which he checks with his petty 
cash expense book. If any difference arises he asks for the petty cash 
slips for the month. These slips are numbered in numeral order with the 
department showing clearly on each slip. A separate file is used for 
each department, so that slips, say, for Butt’s department are filed as 
received and, consequently, the numbers run in proper sequence. In 
case of the amount debited to a department not agreeing with a buyer’s 
figures, it is an easy matter to discover where a mistake occurs. 

The main value of this system, however, is that pilfering is practically 
ruled out, as any alteration made on a slip—substituting a higher amount 
than the one mtended—would be quickly discovered. Further, it enables 
a buyer to keep a careful check on all petty purchases, and, consequently, 
helps to prevent needless waste. 
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A National Scheme of Profit Saring 


R. Herbert W. Jordan, the well-known Company Registration 
: agent and author of text-books on Company Law and Practice, has 
formulated a scheme of profit-sharing which he claims can be rendered 
applicable to practically every trade in the country. At a recent lecture 
in the Caxton Hall, under the auspices of the Industrial League and 
Council, Mr. Jordan unfolded the details of his scheme before an appre- 
ciative audience, Mr. Aneurin Williams, M.D., being in the chair. Before 
discussing his suggested standard scheme, Mr. Jordan alluded to the 
somewhat chequered history of profit-sharmg up to the present time. 
Of the 545 schemes started before 1919 only 183 are still in operation. 
About thirty-five schemes were started in 1919, and in most of these 
cases no distribution had yet been made. The weak spot in all profit- 
sharing schemes was that the employees had to accept whatever might be 
offered them, and profits, it was well known, might be camouflaged to 
almost any extent by various methods, some of which were quite 
unexceptionable. His suggestion accordingly was that all profit-sharing 
schemes should be on the lines of some standard formulated by -the 
Board of Trade, which should issue rules as to their application. 


Details of the Scheme 


Under the suggested standard scheme outlined by Mr. Jordan the net 
profits available for dividend after providing for depreciation of plant, 
machinery, etc., according to the accepted scale, would first be applied 
in the payment of a 6 per cent. Cumulative Dividend on the issued 
and paid up capital (the minimum return on a sound investment) and a 
further 3 per cent. (non-cumulative) in view of the risks incurred by all 
industrial concerns. Any profit beyond this 9 per cent. should be 
divided into three parts and applied as follows— 

- (a) The first third should be distributed among the Shareholders as a further 
dividend, in accordance with their respective nghts. 

(b) The second third should be distributed among employees (including acting 
Directors, Secretary, Managers, Cashiers, etc.) in proportion to their remuneration 
or in any other pre-determined proportions, -The distribution may take the form 
ofa payment, or be apphed in any manner approved by a majority of the 
employees. 

(c) The third portion should be “ earmarked ” “ Pension ” and applied for the 
purpose of providing pensions for the employees of the Company as stated later. 

Mr. Jordan, who maintained that his scheme of profit-sharing, without 
seriously diminishing the value of the shares of those companies adopting 
it, would go far towards meeting the reasonable aspirations of labour, 
and towards the improvement of the relationshp between employer 
and employed. 





314 





" The tremendous difficuliies eniailed in tha adoption of any scheme of allowance in 
respect of wasting assets must be evident to all.” 





The Report of the Royal Commission 
on the Income Tax 


By W. B. Snemma, Author of Income Tax Practice, Rxoess Profita Duty, eto. 


I]. The New Finance -Bill 


CINE the preceding article appeared, the terms of the Finance Bill 
have become known. In accordance with the announcement .of the 
Chancellor of the Exchequer, the great body of the recommendations 
of the Royal Commissioners are excluded from this Bill, being left over 
for inclusion in a subsequent Act which will come into force only from 
1921-22. The present Finance Bill deals with the rates of income tax 
and super tax, also the new scheme of graduation and differentiation, with 
the family and other allowances, and the right of husband and wife to 
claim relief separately. The only income tax enactments specifically 
affecting commercial interests are those relating to relief from double 
taxation. j 

In this study of the Report of the Commission, we have reached the 
third great “ grievance,” viz., the divergence between profit as computed 
under the Income Tax Act and profit as computed by ordinary com- 
mercial standards. We have noted the extensson of liability in various 
directions, and we have summarised the recommendations with regard 
to the recognition of the wasting of certain assets. 


Wasting Assets Allowance 


I propose to state the effect of the recommendations in specific cases 
It may first be desirable to illustrate the computations of the allowance 
in cases in which the wastage is to be recognised. It will, of course, be 
necessary to calculate the isfe of the asset. If this life is thirty-five years 
or longer, no allowance whatever is to be made. If the life is shorter than 
thirty-five years, an allowance is to be made, not by reference to the life 
of the asset, but by reference to the period by which the life falls short of 
thirty-five years. Thus, if the life of an asset admitted to be within the 
allowance is thirty years, allowance is to be given in respect of five years’ 
wastage. If the life were twenty years, the allowance would be in respect 
of fifteen years’ wastage. 

Further, the annual allowance is to be computed according to the 
“sinking fund method as commonly used in the commercial world.” 
As, however, the allowance is to be made in respect of the years by which 
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the life falls short of thirty-five years, the actual allowance will be the 
difference between (a) the sinking fund payment necessary to amortise 
the capital cost of the asset if the life were thirty-five years and (b) the 
sinking fund payment necessary by reference to the actual life. An 
example is given with reference to an asset which cost £10,000 and whose 
agreed life is twenty years. The annual sinking fund payment necessary 
to replace £10,000 in twenty years is £354. But the annual sinking 
fund payment necessary to replace £10,000 in thirty-five years is £150. 
The annual allowance isto be £204 (£354 less £150). The rate of interest 
on which the calculation is to be made is 34 per cent., the lowness of 
which rate is an advantage to the taxpayer, as a low rate requires a high 
annual payment. 





Lease of Premises 


No allowance is to be made in respect of a lease of premises. It is 
to be assumed that there is no wastage by reason of the grant of the 
lease. If the life of the premises (not of the lease) were shorter than thirty- 
five years an allowance would be made, but the fact that there is.a 
change in the ownership of the premises during a limited period does not, 
it is stated, cause any wastage by reference to the length of the period. 


Improvements to ‘or Adaptations of Premises Held 
Under a Lease 


If the improvements or adaptations are of a permanently suitable 
character, the capital expended thereon is to be assumed to waste only 
in the period during which the entire premises waste. Where, however, 
expenditure has been incurred by a leaseholder in the adaptation of the 
leased premises to the requirements of a particular business (e.g., ‘the 
érection of a shop front suitable for a particular class of trade”) the 
capital value of the alterations will be presumed to have entirely wasted 
away at the date when the lease terminates. Thus, a trader who spends 
£000 on the erection of an additional storey or the building of an improved 
roof, will be deemed to have provided an asset which will last as long as 
the building. The life of the additional asset will, therefore, be equivalent 
to the life of the building, without reference to the length of the lease 
which limits the interest of the person spending the money. If, however, 
a trader erects a particular description of shop-front not of general 
suitability, the capital expended thereon will be considered to waste in 
the period of the trader’s lease. If the lease is for fifteen years, the 
annual allowance will be the difference between the sinking fund payment 
required to replace the expenditure in thirty-five years and the sinking 
fund payment required to replace the expenditure in fifteen years. 
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Mines, Quarries, etc., in the United Kingdom 


No allowance is to be made in respect of the exhaustion of a body 
of minerals or other natural resources within the United Kingdom. In 
no case would the Commission recommend an allowance in respect of 
a capital sum expended in the purchase of such resources. The sum so 
expended is not taxable in the hands of the person receiving it, and it is 
not considered that the State should allow a deduction to the payer — 
if it does not secure tax from the payee. (The income tax laws of the 
United States would provide for the taxation of the payee, in which case 
allowance is of course made to the payer.) The Commission recommends, 
however, that the question of taxation should be regarded as taken into 
account when the purchase price is fixed, the incidence of the tax therefore 
being a matter for determination as between the taxpayers (vendor and 
purchaser) concerned. As regards those cases in which the natural 
resources within the United Kingdom have been in the same ownership 
for many years, allowance is to be refused on the general principle that 
“these assets have not in any sense been created by the expenditure ot 
capital. . . the income derived from them has been regarded as a particularly 
suitable subject for special taxation rather than for special exemption.” 


Mines and Natural Resources Outside the United 

Kingdom ' 

Here again sums expended in the purchase of natural resources 
are regarded as expended merely in the purchase of a “right to an 
income,” unless the asset in question has not previously been in the - 
hands of a person subject to British income tax. Where natural resources 
or any other matters situated abroad have never yet been in the hands 
of a person chargeable to United Kingdom income tax in respect of the 
income therefrom, the purchase thereof by a person who will be taxed 
in this country is regarded as the creation of an asset. In this case, there- 
fore, allowance is to be made in respect of the wastage of the capital sunk 
in the purchase. , 


Copyrights, Patent Rights, Good-will and Trade Marks 


No allowance is to be made where such assets are in the hands of the 
original owner, or have been purchased from a vendor who is within the 
scope of the United Kingdom income tax. As regards patenis, however, 
an allowance is to be made in respect of the proved cost of experimenting 
and patenting, whether the patentee works the patent himself or lets it 
on royalty. If the patent is sold outright, the allowance is to be granted 
to the purchaser. 
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Cemeteries and Crematoria l 

Allowance is to be made in respect of the wastage of such assets as 
have been created by the expenditure of capital. This does not include 
the cost of the land but it does include the cost of such assets as waste 
in less than thirty-five years. 


Industrial Buildings, Equipments, Development 
W orks, etc. 

Elaborate recommendations are made with regard to the wastage of 
capital expended in the creation of such material assets as these. The 
following list is given, not as an exhaustive one, but by way of example, 
viz., “ buildings and foundations, surface works, permanent ways and 
equipment of railways and tramways, docks and shaft-sinkings and 
initial work on developments.” It is recognised that the life of such 
industrial assets as these is limited not so much by corporeal deterio- 
ration as by the length of the period of their possible utility in their 
industrial setting. Allowance is therefore to be made where the utility 
is co-terminous with the duration of the commercial undertakings to 
which they belong. In such case regard is to be paid to the life of the 
whole undertaking. “In the case of shafts sunk to reach a body of minerals, 
the life is to be considered ‘‘co-terminous with the duration of the 
process of extracting the minerals.” The Commissioners here realise 
the difficulty of distinguishing between the life of two equal concerns, 
one of which uses one shaft for twenty years and the other of which 
uses five shallow shafts, each lasting for four years. It is recommended 
that no distinctions shall be made, both the single shaft in the former 
case and each of the shallow shafts in the latter case being considered 
to have a life of twenty years, if this is the duration of the process of the 
extraction of the minerals, viewing the concern as a whole. Insistence 
is placed upon the necessity for viewing any such undertakings “as a 
whole.” Reference is made to a company which acquires options on a 
large block of claims but which takes up options at various times. The 
life of each part of the undertaking is to be taken as the life of the concern 
as a whole. This will in most cases eliminate the concern from the 
allowance, inasmuch as the total life will exceed thirty-five years. 

The Commissioners state general principles only. The actual terms 
of the Act of Parliament incorporating the recommendations will, as 
regards this matter, be most important. A little twist.one way or 
another will make a world of difference. Specific criticism must stand 
over until the terms are made public. 


Depreciation of Buildings 
The existing allowance to mills, factories and similar premises is 
regarded as unjustifiable. Allowance in respect of the depreciation of 
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buildings isvin future to be limited in accordance with the principle 
explained above. “A mill or factory should be dealt with in exactly 
the same manner as any other wasting asset for which an allowance is to 
be made, that is to say, having regard to the particular factory or the 
particular class to which the factory belongs, an attempt should be made 
to estimate its life, and the allowance should be granted in accordance 
with the conditions laid down.” Here again, we must await, the rules 
regulating the “attempt to estimate its life” before making further 
comment. 

The tremendous difficulties entailed in the adoption of any scheme 
of allowance in respect of wasting assets must be evident to all. The 
Report recognises the importance, as well as the difficulty, of securing 
uniformity of treatment from the outset. It is therefore recommended 
that questions of this kind should not be left to the local Commissioners, 
but that (a) regulations shall be drawn up detailing the method of granting 
allowances in accordance with the main principles recommended ; 
(b) that such allowances shall in the first instance be fixed by the Board 
of Inland Revenue; and (c) that an appeal shall lie to the Board of 
Referees, as regards classes of assets or undertakings, or to the Special 
Commissioners as regards allowances in an individual case. -! 


Double Taxation 

This subject is interesting as being the only case in which the Com- 
mission recommends “generous”? treatment. The generosity here is 
towards the various Dominion Governments and not to the taxpayer. 
The taxpayer receives full justice in the right to pay income tax within 
the Empire equjvalent in all only to the larger of the two taxes (home and 
colonial) concerned. It has been pointed out that this is a most com- 
plicated subject. Secretaries of companies will be relieved to find that 
allowances are to be made by reference only to the British and Dominion 
rates of tax. The amount of taxable income is variously computed 
according to British and Dominion Jaw. The United Kingdom assessment 
may be on £1,000 of supposed income, the Dominion assessment perhaps 
being on £600 supposed income from the same source. Nevertheless for 
British taxation purposes, the company will be assumed to have paid 
Dominion tax on £1,000 at the Dominion rate which is actually in force. 
The representatives of the Dominions have shown considerable pertinacity 
in this matter, and the British Exchequer is to bear what is probably an 
undue share of the relief which must be given to the taxpayer. This 
may be worth while if it solves a difficult Empire problem. It should be 
observed that no relief whatever is to be given in respect of foreign 
as distinguished from Dominion income tax. The relief recommended 
is-a concession to considerations of Empire and not to trade considerations. 
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The following show the main effects of the provisions appearing in the 
Finance Bill— 

(a) United Kingdom tax is 6 be charged on the full Dominion income 
before diminution by the deduction of Dominion taxes, except that where - 
United Kingdom relief is smaller than the Dominion tax by reason of the 
Dominion granting no corresponding relief, the excess of the Dominion 
tax over the United Kingdom relief is to be deducted from the gross 
Dominion income before United Kingdom tax is charged thereon. 

(b) The rate of the United Kingdom tax so charged is to be reduced 
by whichever is smaller of the following: (i) half the United Kingdom 
rate applicable to the taxpayer in question, or (ii) the amount of the 
Dominion rate charged on the same income, 

(c) The relief is to be given by repayment unless the taxpayer shall 
have “ established his claim ” before the Ist January in the fiscal year 
concerned. 

(d) The Board of Inland Revenue may make regulations, inter alsa 
prescribing the year which in relation to payment of Dominion tax is 
to be taken to correspond with the year in relation to United Kingdom 
tax. It is apparently the hope to allow relief in respect of the Dominion 
tax of the preceding year. This would obviate repayments. 





Agricultural Co-Partnership 


MÈ M. H. PEAKE, who farms about 400 acrea at Dunsfold, near Godalming, 
has found a ae to the ela of how to pay increased wages to his 
employees by adoptin tural co- ership. 

He has come to a ae Te a with men whereby he agrees to 
find'’the capital for He hem cad ae ee during the year. 
At the end of the year there is a valuation. He draws interest on his capital outlay” 
at the rate of 6 cent , or more if the bank rate is higher, while the men share 
in the profits. there is any dispute as to value a sale may be ordered. 

So far the results have been highly satisfactory. With a direct interest in their, 
work the men do twice as much work as before, and the fluctuations of wages do 
not concern them. 

This scheme differs little in essentials from the proposals for the application 
of co-partnership and profit-sharing to agriculture recently made by Lord Robert 
Cecil, and provides an interesting practical illustration of ‘their beneficial effect. 


- 








Some commonsense ideas in recent welfare work, direolly promoting factory efficiency 
are described in ihis interesting article. 





Welfare Work in Factories 


T War has, without doubt, been responsible for much of the 
recent advance in the national control of the welfare of factory 
workers. Legislation and administration helped, but the war tended to 
broaden the minds of employers, employees and the nation in general 
regarding the matter. 

In an interview recently one of H.M. Inspectors of Factories fittingly 
described the present-day worker “as a very delicate motor, needing 
very specialised care.” The vital change that the war brought about 
was the sudden shaking together of isolated movements into the begin- 
nings of a co-ordinated, associated effort, and in the bringing to birth 
of a wider, general perception of the value of sustained application of 
method, science, and, above all, imagination, to the socially constructive 
reforms called for in industrial life. The inspector, continuing, said that 
there were still many serious obstacles in the way of welfare work. The 
case of the country factory is generally very different from the town 
factory, and in rural districts there has been, relatively, much more 
work to do. One of the principal matters concerning welfare workers 
is the provision of drinking water, which, although on the face of it, a 
simple matter, is one which still occasions a great deal of trouble. He 
cited the case of a village factory, where the only source of supply was 
the vilage pump. The employer wished to improve matters and installed 
a supply system. The local authority ordered him to put up a notice 
that the water was unsuitable for drinking purposes. He did so, but 
the workers who had been drinking the same water all their lives laughed 
and continued to drink it. 


` 


Messrooms and Canteens 

The provision of messrooms and canteens is also a primary subject 
for consideration. Undoubtedly their use has changed the outlook of 
industry during recent years. In the Midlands most of the larger firms 
have had successful canteens running for both day and night workers, 
for some considerable time. Nevertheless it has been necessary for some 
inspectors of factories to call the attention of employers to the fact that 
their arrangements for night workers are inadequate, especially where 
the night shift is small. The advantage of the factory canteen to the 
home of the worker during the food shortage at the beginning of ‘last 
year was abundantly shown by the distress of certain workers when their 
canteen was accidentally burnt down. ete ee 
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A small employer of labour in Bradford made excellent arrangements 
for his staff, which are briefly described as follows— 

An old mill-room was, with the use of a quantity of white paint and 
the addition of one or two windows, made into a most excellent canteen 
with a kitchen for light refreshments at one end and small rest rooms 
for men and women at the far end. The dinners were sent down daily 
ready cooked in vacuum containers from the main works and thus arrived 
hot and in excellent condition. All the 140 workers take breakfast in 
the canteen, which is fully equipped, and quite 50 take porridge every 
morning : 130 stay to dinner. Tea is taken round to the workers during 
the afternoon. Washing accommodation with hot water laid on has 
been installed in the factory, and numbered pegs arranged for the 
clothing of each worker. 


Baths and Surgical Outfits 

As building facilities increase undoubtedly washing accommodation 
will be made a part of any sanitary schemes undertaken by most firms. 
There is, however, still a very prevalent idea that a basin and a cold 
water tap constitute washing facilities. It is true, though, that the hot 
water geyser is becoming more and more a feature of works lavatories, 
and the provision of soap and towels is common. The most satisfactory 
aspect in this connection, however, is the provision of washing facilities 
in the clean as well as the dirty trades. The provision of baths also is 
to be much commended. A large food factory has installed six bath- 
rooms with cubicles attached. One of the newer innovations under the 
heading of welfare is the provision in some factories of ambulances and 
first aid on a practical scale. Well-equipped surgeries are now found in 
clothing works, rubber works, rope and twine works, and it is the excep- 
tion not to find first-aid equipment in gas works, breweries and other 
places where women are largely employed as labourers. Inspectors also 
report that boot and shoe factories, biscuit factories, bleach and dye 
works, cotton, textile and other factories are equipped with serviceable 
first-aid outfits. All the jute mills in Dundee are provided with first- 
aid cabinet outfits similar to those required under the Home Office 
orders. The provision has been made voluntarily in accordance with 
the advice of the certifying surgeon. One works in Dundee has first-aid 
classes for the women in winter-time, and many of the weavers take the 
course and sit for the examination. The knowledge-they gain is often 
useful to them in their homes, even if they are less likely than the men 
to have it tested at the works. 

In many Midland factories, before orders had been issued on the 
subject, trained nurses and qualified medical attendants had been 
engaged. 
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Welfare Work in Factortes 
Rapid Growth of Welfare Personnel 


Many inspectors ‘are of opinion that there is considerable room for 
improvement in welfare schemes by the provision of well-fitted rest 
rooms. These rooms are invaluable to young workers as they enable 
them to recover from the slighter ailments or passing faintness. In some 
factories libraries have been installed in the rest rooms, but generally 
the provision of such places is overlooked, although in cases where 
women workers are engaged in operations which are “continuous 
and do not allow of sitting at all, a rest room will do much to 
keep down the percentage of non-attendances. Welfare work in the 
main has to be justified to employers as a humanitarian and philanthropic 
movement on the one hand, or as a direct matter of efficiency in output 
onthe other. It is estimated that there are 1,200 women welfare workers 
of various grades appomted to care for women and girls, and 400 for 
boys. In these numbers, so rapidly increased from the few hundreds 
at the beginning of the war, both the need of such workers can be seen 
and in some degree the cause of failures among them. And yet, when 
the total number of factories in the country is considered the movement 
can only yet be considered in its infancy. 











Contents of Number 4, Vol. Il 


Tae following is a list of some of the proposed contents of the July 
number of BUSINESS ORGANISATION AND MANAGEMENT— 


Foreign Exchange: Its Meaning, The Accountancy incidental to Com- 
Importance and Significance pany Amalgamation 

Art in Advertising Practical Costing 

Constructive Accounhng Costing and Factory Organisation 

A Surprise Wage Audit Design and Inspection 

The Conservation of by-Products Notes on Company Meetings 

The Inspection Department and its Current Transport Problems: The 
Relation to Production Small Parcel Problem 


The Alteration of Articles of Associa- . Table Talk on Business Topics 
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Discount Penne andl the Bank Rate 


By Omas. H Monx 


HE recent advance in the bank rate to 7 per cent. is a factor which 
needs consideration when paying accounts. For instance, the trade 
terms for the woollen and worsted trades are as follows— 


All goods invoiced in any calendar month if paid— 
on or before the 10th of the following month, less 4 % discount 


A » 10th of the second y » HH% » 
s » 10th of the third s; a 3% H 
i »  lOth of the fourth i » A% » 


With a good bank balance it would be to the buyer’s advantage to 
accept the first-mentioned terms, as the following example shows— 


An account for £100 is due for payment 10th Jan., 
less 4 % discount = {4 - - 
If payment is deferred until the 10th April, 
l less 24 % discount = £2 10 - 


Bank interest on £100 for 3 mos., usually at 24% p.a. = 12 6 
{3 2 6 
showing that by deferred payment there is a loss in three months of 


17s. 6d., which is at the rate of 3} % per annum. 


Where there is an overdraft at bank (just now perhaps this is the rule 
rather than the exception), the reverse is the case. For example— 
An account for £100 due for payment 10th June, 
less 4% discount = {4 - - 
Bank interest for 3 months @ 7 % p.a. on £96 = 113 7 


; : {2 6 5 

If payment is deferred to 10th Sept. discount @ 24% = 210 - 
the latter case showing a gain, by deferred payment, of 3s. 7d. for the 
three months or nearly 15s. per cent. per annum. 

When paying the monthly accounts it is advisable to compare the 
difference in the terms (if any), as it is this difference in conjunction with 
the bank balance or bank overdraft that needs consideration in deciding 
which terms would be the most advantageous. 
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“ It is generally admitted that the hoopenny cheque tam is leading to the hoarding of 
currency.” 





© Table Talk on Business Topics 


By Da. Furs POwBLL, Editor of " The Financial News" 


L month we were chatting about frauds on banks, and the intricate 

protective system which is now adopted for the benefit of bank 
and the clientele alike. The clientele! I wonder what proportion of 
a bank’s clientele, outside business precisians, ever troubles to study 
its pass-book, or could adequately understand the entries if it did ? 
How many shareholders in joint stock companies ever sit down to 
analyse the balance sheet—a document nearly always constructed to 
conceal the facts from the shareholders, though often with quite laudable 
motives for the mystery ? When the late Mr. Moberly Bell first joined 
The T+mes (under its original proprietorship, and before Lord Northcliffe 
came in) he found that no statement of accounts had ever been permitted, 
nor had any balance sheet ever been prepared. On the other hand, 
it was evident that a distinct stringency pervaded the financial position 
of the great newspaper. Moberly Bell urged that a balance sheet should 
at once be got out, so that the exact position should be known. When 
it was ready, he took it personally to the late Mr. Walter, who scrutinized 
it very carefully and returned it with the observation— 

“ How extraordinary! How very extraordinary!” 

“In what way, sir?” asked Moberly Bell 

“Perhaps you did not notice, but the totals on each side exactly 
correspond.” , 

The inference drawn by the unsophisticated proprietor had been 
that they corresponded because the income and the outgoings tallied 
to a penny piece. That is an error into which he would never have 
fallen if BUSINESS ORGANISATION AND MANAGEMENT had then been 
published, and had been studied with due attention. 


Companies Galore 

That observation suggests another topic. The reader of BUSINESS 
ORGANISATION AND MANAGEMENT can hardly fail to notice how large a 
portion of its space is concerned directly or indirectly with joint stock 
companies. In last month’s issue Mr. Albert Crew’s article on “ Some 
Common Mistakes Concerning Meetings,” and another article on the 
“ Registration of Mortgages and Charges” were written with direct 
reference to joint stock companies; and there was scarcely any other 
contribution which, in some way or another, directly or obliquely, 
failed to bring the joint stock corporation within the scope of the argu- 
ment. That state of things goes far towards justifying Lord Eldon’s 
forecast (originally uttered, however, as a reproach) that a time would 
come “‘ when people would neither be allowed to eat, drink, or wear clean 
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linen except upon the terms these companies thought fit to impose.” 
When you come to think of it, we should, all of us, have some difficulty 
in eating, or drinking, or wearing clean linen if we absolutely declined 
to patronise the joint stock caterer and the joint stock laundry. As a 
matter of fact we rather congratulate ourselves upon their activities, 
instead of boycotting them, as Eldon would have done. But Eldon 
was a prejudiced man, who hated innovation. He banked at Gosling’s, 
now absorbed in Barclay’s Bank. When somebody told him that Samuel 
Rogers, the banker-poet, had published the “ Pleasures of Memory,” 
Eldon observed ‘‘ Were Old Gozzy to say a good thing, much less to 
write it, I would close my account immediately.” 


Fanatical Opposition 


To us, accustomed to the functioning of joint stock companies on a 
traly colossal scale, and in every street in the land, it seems incredible 
that ‘Parliament and the judiciary, should have denounced, in terms, the 
only attributes that make the company so useful a factor of an economic 
mechanism. As late as 1828 the Lord Chief Justice could affirm that 
acting as a body corporate was a “‘ contempt of the King,” though how 
on earth it tended to assail the royal dignity he did not go on to explain. 
An Attorney General, 112 years ago, declared that shares were only made 
transferable “in order to facilitate the escape of those who are in the 
secret and to make redress more difficult and fruitless.” In 1811 an honest 
and beneficial bakery company was indicted as “ tending to the common 
grievance, prejudice, and inconvenience of great numbers of the King’s 
subjects.” But the climax of absurdity had been reached a century 
earlier in the Act 6 George I, c. 18, which lasted 125 years till its repeal 
in 1825. This precious statute stigmatised as noxious and perilous 
practically every feature of joint stock functioning which is familiar to us 
to-day :— 

And the persons who continue to attempt such dangerous and mischievous 
undertakings or projects, under false pretences of public good, do presume, accord- 
ing to their own devices-and schemes to open books for public subscriptions, and 
draw in many unwary persons to subscribe therein towards raising great sums of 
money... and whereas in many cases the said undertakers have presumed to act 
as if they were corporate bodies and have pretended to make these shares in stocks 
transferable or assignable, without one legal authority, either by Act of Parliament 
or any charter from the Crown for so d oing 
What a whirligig is commercial practice! In our day all these repre- 
hensible acts are committed systematically and multitudinously. So 
far from Parliament objecting, it accepts immense fees for granting 
incorporation. In fact, it has recently quadrupled them, so that the 
Board of Trade gains £10,000 by the incorporation of a company with 
a million of capital, though the promoters of the enterprise intend to 
commit every offence which is denounced in 6 Geo. I, c. 18! 
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A Gap in the Language 

That act, by the way, uses the old word “ undertakers ” in its apt 
and ancient sense. A single trade has now monopolised the term, so 
that an “undertaker ” is just a man who undertakes the management 
of funeral ceremonies, and no more. This misappropriation of a valuable 
word has left a gap in the language. In recent years we have attempted 
to fill it with the French word entrepreneur, which is practically the same 
term transliterated, but the public has not taken kindly to the alien 
name. ‘‘Enterpriser” is impossible, and “ promoter ” has come to mean 
exclusively the person responsible for the inception and development 
of a joint stock company. And so it is that in a land dependent upon 
enterprise we have no word to describe the man who undertakes it. 
In America the very word “undertaker” itself is avoided. Crossing 
the Atlantic in the Mawuredansa ten years ago, I had for my table 
companions a charming gentleman and his wife. At the end of the 
voyage we exchanged cards. The one presented to me disclosed the 
identity of my American friend as a ‘‘ funeral director”; and when I 
asked a New York colleague what this grandiloquent term might signify, 
he replied “I guess in England you would call him an undertaker.” 
No doubt we should: and yet we have hardly come to contemplate an 
undertaker as a first-class passenger on a luxurious ocean liner. But 
social evolution moves too fast for us to keep pace with it. 


Some Business Psychology 
With incorporation more expensive, will the formation of companies 
tend to fall off? I wonder. Apart from the increased stamp fees, 
there is another reason why there may be a lessening of the public 
appetite for incorporation—I mean the fact that the accounts of the 
company must generally be kept with far more severe accuracy than 
those of the private trader. For mstance, it is generally admitted that 
the twopenny cheque tax is leading to the hoarding of currency. Resent- 
ment at the twopence is widespread. Large numbers of tradespeople 
who would in normal circumstances pay their takings into a bank and 
draw cheques for the payment of their debts, are now hoarding the 
currency and disbursing it directly. No doubt the process involves a 
good deal of trouble, much more than the value of the money saved 
in cheque stamps. But where people are angered, they will go a long 
way to glut their wrath. In this case hoarding is not the worst of the 
evils bred by the twopenny stamp. Accumulation of currency, and 
direct disbursement in payment of debt, have proved a veritable sieve, 
. with wide meshes, through which extensive profits find their way without 
- accountability to income tax. Millions which used to pass through 
books no longer do so. Of course the evasion is illegal: but the 
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taxpayer of the small tradesman class considers the twopenny cheque tax 
to be an imposition, and regards himself as perfectly justified in “ getting 
square ” with the revenue authorities in his own way. 


A Hoarding Story 

Talking of hoarding currency, a reminiscence of City circumspection 
crosses my mind. During the rush for money on the Saturday before 
the outbreak of war in 1914, a client of one of the big banks thought 
he had better draw out practically his entire balance in gold as a matter 
of self-protection. His usual Saturday drawing was £10 for domestic 
expenses, but on this occasion he presented a cheque for £1,000. 

“How will you take it ? ” said the astute cashier, who saw through 
the game and had his instructions. 

“ All gold,” was the reply. 

The cashier counted out the usual £10 in gold, plus £990 in Bank of 
England notes. These he handed to the client with the remark, “If 
there is any hoarding to be done we will do it ourselves.” 


The Legends on the Notes 


The Chancellor, by the way, would add to the gaiety of the nation 
if he would ask the Bank of England to give us a few of the legends 
which have been written on the currency notes. A whole volume must 
be written on the corresponding “literature ” disseminated by means 
of the ordinary Bank of England note. On one, for instance, was 
inscribed the candid confession, ‘‘ The last of a large fortune spent in 
drink.” On another were the words, “ Gone at last, after keeping it 
for ten years.” Ona third was this ditty— 

“ Farewell, my note, and wheresoe’er you wend 

- Shun gaudy scenes and be the poor man’s friend. 
You've left a poor one; goto one as poor, 
And drive despair and hunger from his door.” 

In 1814 a rumour of Napoleon’s overthrow caused a big advance in 
the funds. Capt. Cochrane (afterwards Lord Dundonald), was charged 
with disseminating the tale, and with making £10,000 by Stock Exchange 
operations based upon it. Cochrane was undoubtedly innocent, but 
he was sentenced to pay {1,000 fine. The note paid in satisfaction of 
. the fine is still preserved, and has the following endorsement on it: “ My 
health having suffered by long and close confinement, and my oppressors 
having resolved to deprive me of property or life, I submit to robbery to 
protect myself from murder.—Cochrane.” 


AA Lost Opportunity 


I have never been able to understand why the government has failed 
to use the currency notes to popularise its own loans. In every other 
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direction but that it has paid an ungrudging tribute to the value of 
advertising. Every loan is advertised in real commercial style—large 
spaces, generous display—instead of the old niggardly half-column, with 
instructions to the compositor to ‘‘ set close.” Moreover the Government 
has condescended to stir up the emulation of town against town in the 
matter of the size of their respective subscriptions, a perfectly revolution- 
ary feat for an institution supposed to be sunk deep in the ruts of con- 
vention and precedent, like a British administration. In truth, these 
advertising campaigns went almost to the limit, but not quite, for there 
was no endeavour to stir up the emulation of individual subscribers. 
Yet that was feasible, human nature being what it is. A late millionaire 
considered it a proud distinction that he was the largest holder of the 
Consols under the letter which commenced his name. When he received 
a mysterious hint that some old lady stood higher, he rushed about in all 
directions, till by additional purchases of Consols he regained his proud 
pre-eminence. (With Consols at their present price he could have done 
it pretty cheaply, by the way). The same spirit might have been 
fostered by the judicious use of the currency note—but the opportunity 
is gone, if Mr. Bonar Law is right in saying that never again in his 
lifetime will the British Government appear in the role of borrower. 


How to Obtain a Partnership 


Assuredly it was not for lack of City hints that the opportunity was 
not seized. City men are past masters in the art of playing off one 
force against another. Many a city fortune has been raised on the basis 
of that dexterity. A capable young man after spending a few years in 
the office of a great City firm one morning waited upon its “ Chief” 
with a proposal for the hand of his daughter. The head of the firm was 
all but choked with violent emotion at the assurance of such a proposal 
from such a source. As soon as he could find utterance he expressed his 
opinion of the young man’s presumption in no measured terms. 

“ But suppose I were a partner in B. & Co. ? ” was the reply. 

The head of the firm became appreciably calmer. “If you were,” 
said he, “a partner in B, & Co. you might think of it, but you are not, 
and therefore I will thank you to leave the room.” 

In due course the young man made his appearance in the private 
office of the head of the firm of B. & Co. and calmly enquired on what 
terms he could be admitted to partnership. His auditor was all but 
paralysed by the impudence of the question. They did not want any 
other partner. In any case, had the young man any particular 
qualifications for making such a remarkable suggestion ? 

“Well, I am about to become the son-in-law of Mr. A.,”’ was the 
reply, ‘‘ and I thought that if I were a partner here it would facilitate the 
relations between the two houses.” 
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More intimate relations happened to be just the thing which B. & Co. 
wanted at the moment. Consequently, Mr. B.’s indignation was 
immeasurably mollified and he began to discuss the question of a partner- 
ship in quite an affable strain. At any rate, the young man found that 
he had got the strings well in his hands, and what by dexterously playing 
off the partnership against the daughter and the daughter against the 
partnership, he ultimately succeeded in securing both. To-day the firm 
which he entered is one of the greatest mercantile houses in the City, and, 
by the way, bears his name. 


An Eccentric Millionaire 


One of its departed members was an amazing combination of wealth 
and generosity on the one hand, with eccentric parsimony on the other. 
He heard that a neighbouring cleric was greatly exhausted by the necessity 
of walking to outlying parts of the parish. Forthwith a groom was 
despatched to the rev. gentleman with the gift of a valuable horse, 
accompanied by a note stating that the groom’s time in bringing it must 
be paid for by the recipient. This was a condition of the bestowal of 
the horse, as the donor “‘ could not afford to pay the groom when he was 
absent from his duties on other business.” When a clerk was seriously 
ill, the eccentric called to see him, and damaged his hat against the low 
lintel of the door as he entered. When he left he handed the imvalid’s 
wife a cheque for £98 19s. 0d., explaining that he had intended to leave 
£100 for the doctor’s bill and expenses, but that as his hat had been 
ruined by their low doorway, he would expect the clerk and his wife to 
make it good! Therefore he had deducted a guinea from his gift. 


Betting in Hats 

In the days before the war the guinea hat was the favourite bet 
of the business man. ‘‘ Bet you a guinea hat ’’—how familiar the words 
are to those whose memories travel back to the pre-war City and its habits. 
Once upon a time, in a solemn bankers’ conclave, the late Sir Edward 
Holden was alleged to permit, at the London City and Midland Bank, 
certain departures from strict banking practice. 

“Why, your bank does just the same,” was his retort upon the 
“alligator ” who made the allegation. This, however, was denied. 

“I bet you a guinea hat they do. Send over, while we go on with 
business, and find out.” 

To similar repudiations from other bank chairmen, the veteran 
responded with the same sporting offer. When the respective messengers 
returned, Sir Edward found himself the potential possessor of half-a- 
dozen new silk hats, so that, as he told the present chronicler, he could 
have gone home that evening with hat piled on hat above his head, 
after the style of Moses the “old clo’? man of Petticoat Lane. 
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The Physiology of Credit and of Money 
By Oswaxp St. OLA., (P, 8. King & Sons, Lid.) 5a. net. 


In Amos Barton, by George Elict, we are told that whatever the temperature 
might be Mrs. Stackit regulated her costume by the calendar, and brought ont 
her furs on the lst of November. The interpretations and considered opinions, 
however, of Mr. St. Clair as set forth in his book, the title of which I take to mean 
the properties and functions of credit and of money are certainly not regulated by 
those of many writers on the debatable subject of credit. 

By credit we commonly mean a transfer of goods, or the entrusting of goods to 
another, or the rendering of services for the promise of a future equivalent on 
payment. The transaction is y present and partly future, that is to say 
it involves the element of time, element of integrity in character, and confidence 
in the ability or the resources of the borrower to return satisfaction. There may 
or may not be a question of security pledged or mortgaged according to circum- 
stances. Thus the constituents of credit are time, integrity and confidence in 
ability to pay. ` 

Mill says “ What does act on prices is credit in whatever shape given and 
whether it gives rise to any transferable instruments capable of pasing into 
circulation or not.” 

That is to say it is credit and not the particular form which it may assume that 
influences prices. A bank note, a chegue, or a bill of exchange, is not credit ; it 
is purely evidence of the existence of credit. 

Another writer says : “ Every form of credit, which dispenses with the use 
of money produces an effect on prices.” 

Under the title " How prices are fixed,” Mr, St. Clair proceeds .. . “it is because 
it is in the retail market that prices, even wholesale prices, are in reality determined. 
The fact that one is practically a cash market and other mainly a credit market 
is quite a secondary matter. If our-presentation of the case is correct, it does not 
matter whether the transactions in the wholesale market are conducted by cash or 
credit, it does not matter whether the currency of the wholesale market is elastic 
or inelastic, because in either case the price of goods bought for resale are adjusted 
with a view to what the goods will fetch when resold. Therefore, if we can find 
the principle which governs price in the retail market we find the principle which 
ultimately governs all prices.” And so on, Mr. St. Clair eventually arriving at the 
conclusion that credit does not increase prices, in all of which we are not prepared 
to acquiesce. Neglecting prudent or scheming qualifications, prices, broadly are 
fixed on the avaricious despicable principle of obtaining as much as possible 
for the giving of as little as possible, that is basis of the offer of the trader to 
the consumer; and there being no free competition, the latter ia between the 
devil and the sea. The of the employee engaged in faders 
to the effect that A intends to give u, meaning the employer or capitalist, 
as little labour as posaible for as much remuneration as he is able to extract from 
you. And the kind of business is, and has been for long towards the elimination 
or extinction of healthy competition and the acquisition of vertical and horizontal 
control. There is multiplicity and diversity of opinion on the subject of prices, 
credit and currency. Some assert that every increase of currency has been followed 
by a rise in prices; some think that a rise in prices was in the nature of the 
inevitable, whether new forms of currency were created or otherwise, whilst others 
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eee of the rise in prices is attributable to the expansion 
of credit, and that influence of money is of small account, the true international 
pe eee ant poi, Gold, says Professor Loughlin, is simply 
the standard comm basis of comparison. How can the quantity 
of it used as money aes ee ee 
tis a Cie uae Of per Gralla noe Gael Cede dae eo tates ties 
credit itself expands and contracts with the expansion and contraction of 
transactions and of prices. 

In some of these observations there is little truth, and in others much nonsense. 
It is safer to say that the multiplication of currency is due largely to high prices, 
that is the former is largely a consequence and not a cause of the latter. It 19 also 
enportant'toibear IA mind thabeoaring pices do not constitute a national, but an 
' international problem ; and the key to the situation is undoubtedly increased 
production and economy; but these alone will not solve for us here the whole 
problem, since the most we can do at present and for a:long time to come is to 
produce such quantities of the commodities as are within our contro] and 
as will enable us to purchase in the world’s markets the goods that we need 
necessarily at high aian and at the expense of competition since there is a world- 
wide shortage of staple necessities. Mr. St. Clair presents his case in simple and 
direct language, and though bright and interesting we may express much dissent 
in the course of perusal He lays much acumen in analysis from his point of 


view but one is frequently conscious of superficiality and of seeming inexperience 
on the part of the author. : 


Talks with Workers : On Wealth, Wages and Production 


(Bir Isaac Pitman & Sons, Lid., London.) 2s, neb. 


Trs book consists of a reprint of articles which originally appeared in the Times 
Trade Supplement, where they were read with wide and general appreciation, and 
immediately recognised as of more than merely ephemeral value. Written in a 
popular, easy style, with a wealth of homely illustration, these illuminating 
“ Talks” bring home to the reader the true meaning of the everyday facts of 
a economy, making clear even to the most ordinary intelligence the inter- 
ependence of the varied functions of Capital, Labour and Brains in the modern 
state. The working of essential economic principles is traced by the author (Mr; 
G. W. Gough) through trading and industrial relations of every description, from 
oe most a to the most complex, throughout a total of nearly forty interesting 
of which is a model of concise and telling statement. Employers 
ond Pues alike would benefit from a study of the work, which is written 
from the standpoint of a eee Gane understanding of the attitude of both. That 
form of labour unrest being based upon ignorance, is easily excited by 
inflammatory appeal, would speedily be dissipated where these “Tallas ” were in 
general circulation, and many copies of the work bave been distributed by 
employers among their workpeople with this object in view. 


Half Past Twelve: Dinner Hour Studies 
for the odd half hours 


By Groas W. Govan (Sells, Ltd., London.) Price is. 


Tms is a work on similar lines by the same author. Briefly, it is a further series 
of short studies set forth in simple language, of the main subjects of political 
economy: goods, markets, incomes and taxes, otc. Strictly non-political in 
character, these interesting studies can be recommended to the attention of workers 
of every grade. 
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Modern Sales Management 
By J. G. FREDERIOK. (Appleton & Co., New York.) 15e. net. 


THE excess of demand qver supply of most commodities during the post-war 
period, together with the modern tendency towards commercial amalgamations, 
and the consequent inevitable pooling facilities for distmbution, have not 
assisted in the promotion and development of those qualities of salesmanship 
which are the fruts of keenly competitive conditions 

Despite these prevailing conditions, which are more or less tem , it is 
of the utmost importance that the art of salesmanship should be fostered and 
developed as an integral feature of modern industrial administration. 

Selling has long been considered an art which, owing to the human considera- 
tions involved, can be only very inadequately taught by a text-book, if at all. 
Acknowledging, however, that su salesmanship is largely a matter of 
suitable personal qualities, it would be difficult to imagine a salesman who could 
learn nothing from Mr. Frederick’s book. The more obvious problems of selling 
and sales management are Gentes thoroughly in the thirty-four chapters which 
it comprises; but the problem of selling apparatus and machinery of purely 
technical appeal has received little attention, although the sale of material having 
a personal appeal presents problems smaller in magnitude. Emphasis is laid 
upon the necessity, in meeting any situation, of reinforcing experience-und aptitude 
with a sound knowledge of relevant facts and their correct interpretation. 

The salesman at work is to some extent in the pos:tion of a lawyer presenting 
arguments to an either indifferent or prejudiced judge. To make the customer 
feel that he has received real service, to enlighten his ignorance without taking 
advantage of ıt, demands not only enterprise and adaptability, but also a high 
standard of professional etiquette, the necessity for which, from every point of 
view, is urged by Mr. Frederick. The book contains many apt ulustrations and, 
unlike many attempts on the same subject, is itself evidence of the attitude and 
outlook required by the successful modern salesman. The direct appeal is to 
American readers, but English readers will find that it will well repay perusal 


The Management Problem 
By E. T. ELBOURNE. (Library Press, Ltd., London.) 4s. 6d. net. 


Ow the whole, this book is very disappointing, and it is doubtful whether it adds 
anything of value to the large number of comparatively low grade books dealing 
with industrial administration. When it is understood that out of 144 pages 
of text, forty-eight pages are devoted to quotations and comments on recent 
official reports, and that fifty-eight pages of the remainder is matter written by 
the author which has ap elsewhere, it will be recognised that The Manage- 
ment Problem is extremely superficially stated. In this httle book we fail to find 
a simple statement of what the management problem camprises which would 
be of value, or of any relationship between the elements of the problem, as set 
down in the six chapter headings, which cover only a few factors in modern 
management. The matter written is acceptable enough, but it 1s difficult to trace 
that unity of conception or execution which marks a good technical book. 


Piece-Rate, Premium and Bonus 
By J. E. Paosamr. (Williams & Norgate.) 66. net. 
WHEN systems of payment by results are being widely discussed, as is the case 
at the present tme, it is desirable that particulars should be available in con- 
venient form of the pmncipal wage systems in common use and their methods of 
operation. In providing such information in a very clear manner, Mr. Prossei’s 
book fulfils a useful function. ` 
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There is, however, nothing PT new in the book, which, in addition 
to details of the chief systems of payment, includes chapters on Scientific Manage- 
ment and Profit-sharing, both subjects being impartially considered in a com- 
mendable if necessarily brief manner. The book is well worthy of perusal by 
those interested in wage systems, but a much more complete treatment is neces- 
sary of Scientific Management and particularly of Profit-sharing for the average 
reader to grasp fully the scope and development of these two industrial movements. 


Industrial Administration 
(Longman’s, Green & Co., London.) 7s. 6d. net. 


THE claims of Manchester to be considered a pioneer in almost every branch of 
educational progress are willingly conceded, and this is particularly true in the wide 
field of business education. The nature and variety of the facilities for the acquire- 
ment of a complete commercial education provided at the Manchester College of 
Technology are well known throughout the country, and are constantly held up 
as an example to less progressive municipalities. The growing interest in the 
subject of business organisation and scientific management was recognised some 
time ago by the establishment of a Department of Industrial Administraton, 
in order to ffirnish Manchester men with the best opportunities for studying those 
new and complex problems of production and efficiency which have arisen out 
of modern industrial conditions. This innovation met with gratifying success, 
and excellent work has already been done by the Department. Well-known 
authorities on subjects of industnal interest have been induced to lecture to the 
students from time to time, and the College authorities have done well to republish 
some of these important addresses in volume form. For example, the present 
volume comprises lectures on: “ Some Obligations of Industry to Labour,” by 
Mr. B. Seebohm Rowntree; “The Applications of Psychology to Industry,” by 
Professor T. H. Pear, M.A., B.Sc. ; “ Education as a function of Management,” by 
Mr. A. E. Berriman, O.B.E., M.I.Mech.E.; “ Occupational Diseases,” by Dr. T. 
M. Legge, HM. Medical Inspector of Factories; " Atmospheric Conditions and 
Efficiency,” by Professor Leonard Hill, F.R.S.; “ Industrial Councils and their 
Poasibihties,” by Mr. T. B. Johnston; ‘‘ Training for Factory Administration,” 
by Mr. St. George Heath ; and “ Industrial Fatigue,” by Professor A. F. Stanley 
Kent, M.A., D.Sc., Director of the Department of Industrial Administration 
at the College. Business men will congratulate the College authorities upon the 
educational enterprise which is evident in this development. 
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Correspondence 


To THE EDITOR op “ BUSINESS ORGANISATION AND MANAGEMENT ” 


TWO-AND-A-HALF PER CENT. MONTHLY ACCOUNT 


Smr,-~Referring to the remarks under the above heading in the May issue of 
ergs ORGANISATION AND MANAGEMENT, I desire to offer you my views on the 
subject. 

It is the usual practice between Bleachers and Dyers, etc., and Merchants in 
Lancashire generally, to allow a full clear month for payment. An invoice dated 
Ist May would become due and be payable on the monthly pay day in July. 

As between Manufacturers and ts, however, the ion is not the same, 
the usual period for pa payari beng Mimil daye In Yorkshire I believe tho 


I trast you will find this information interesting. 
Yours faithfully, 
GEO. TURNER. 
75 Seedley Park Road, Pendleton, 
Manchester. 


4th May, 1920. 


INDUSTRIAL ASSURANCE 
Sir,—Industrial Assurance has been carried on now for seventy years. It has 


and has always been of benefit to the ieee 

THe fot coe Geeta the sport OC thw Depart Committee which 
contradicts these statements, and they are so obvious to anyone who will examine 
the question, and they so thoroughly aT businees that I will at once proceed 
to analyse the ill-written article by ‘ 

He complains of “ too heavily mulcted pennies.” Here is a comparison of the 
rates of Ordinary and Industrial premiums at age 25, from the tables of my office, 
for an assurance of £50-— 


Ordinary. © Industrial. 


Yearly : Quarterly : Monthly : Weekly : 
19s. 2d. 5s. 34d. 1s. 7}d. i 6d. (£48) 


No oñe, after carefully studying the above figures, can say that 6d. per week 
ig too high a premium to 7 r Bee E DOU, Onna ine kt prema are 
called for weekly, and each payment involves clerical work 

With regard to lapses, there is a vast difference between well-conducted and 
badly conducted agencies. Lapses are no good to the agent, the office, or the 
policy-holder. Yet, what do the mighty figures quoted by Vigilans resolve them- 
selves to? An average loss of 2s. 6d. on each lapsed policy! Even business men 
have been known to waste 2s. 6d. | 

It has been-stated that the Royal Liver is controlled by the agents. We are 
also told that the Royal Liver agent receives 31 per cent. of the premiums. These 
figures have been arrived at by a juggle in which procuration fees have been added 
to commission. 

Even so, what do we find ? “The Royal Liver is one of the most democratic 
institutions in existence, and its tables of rates com favourably with those 
of any other Industrial office. Above all, it is shown by the to have lower 

‘management expenses ” than any other big office concerned 
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Vigilans makestwo suggestions, one impossible and one impracticable, and later 
on, he throws them both over for another scheme which is unworkable. 

Industrial Assurance cannot be made illegal for it can be proved to be beneficial. 

It cannot be nationalised without failure, loss of benefit to assured, 
and an annual charge on the Exchequer. Compare the National Health Insurance 
scheme. Lord Parmoor’s Committee does not favour nationalisation. 

Vigilans winds up with the amalgamation idea, in other worda—an insurance 
trust. He will never live to see one. 

It is interesting to note that he proposea to economise by paying CANVASSOTS 
double the remuneration paid by any office to-day! . 

osal with regard to ‘ well-paid ” collectors, taken in conjunction with 
theta in te , works out at a salary of £3 per week | 

It will intereat ‘to hear that there are agents collecting £50 weekly, who 
are themselves seater far more than the £300 annual premium increase, which he 
considers good work for his canvasser. 

There are thousands of industrious, self-respecting insurance agents, while 
there are, of course, a number of “shifty” ones, who seldom stay long at the 
business. What business is entir free from rogues ? 

When Vigilans classes us as 70,000 “ grousing and tricky” men, intimates 
Haifa dine bana iaoalls asks if there are no gaols for us, and says we can onl 

om one another, he shows conclusively, as he shows 


I shall be pleased to go into the matter further with him, if he will communicate 
with me. 


A. F. BATTERSBY. 
31 Barry Road, SE.22. 


[Nors.—Our correspondent’s quarrel appears to lie with the Departmental 
Committee. The facts upon which Vigilans commented are beyond dispute. They 
are all contained in the published report of the Departmental Committee on Indus- 
trial Assurance, for which the Committes is alone responsible. We vouch for 
the fact that Vigilans writes with unquestionable authority on insurance matters.— 
Eprror.] 
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i i Bigs whole material fabric of our social organisation depends in the 

last resort on the production and distribution of wealth, and it is 
vital to the solution of our burning social problems that commerce and 
industry should be clearly recognised by those engaged in them as national 
services involving large duties and serious responsibilities—not as 
appanages of the cold-blooded and soulless science of Political Economy.” 

—Mr. W. L. Hichens, Chairman Messrs. Cammell, Laird & Co. 
* * * 

“To overpay a man frequently means spoiling his efficiency,” said 
Mr. A Hobson (President of the Associated Chambers of Commerce) at 
the railway wages inquiry. Mr. Hobson believes that any further increase 
in railway rates will precipitate a considerable collapse in many industries, 
and will largely transfer the carriage of merchandise from the railways 
to the roads. 
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* x * 


They have an amusing and presumably effective way of dealing with 
profiteers in Hungary. These convicted of profiteering are sentenced to 
appear in the streets dressed as sandwichmen, displaying the legend, 
` “I ama profiteer.” 


* * * 


St. Mary’s Hespital, London, 1s asking for £20,000 to endow a chair 
of industrial medicine, in order to investigate the problem of industrial 
diseases. This is emphatically a branch of preventive medicine which 
should be subsidised not only by private generosity, but also by the 
State, which pays away millions every year for the treatment and 
insurance of sick workers. 
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‘‘Co-partnership is really and fundamentally an attempt to produce 
self-determination in industry, just as representative institutions had 
produced self-government in the political sphere. The important thing 
is not profit-sharing, but the sharing in the management. That is the 
whole spirit of co-partnership.”—Lord Robert Cecil. 


* * * 


The Taxation of War Wealth 

Business men will view with but a qualified approval the Chancellor 
of the Exchequer’s decision to abandon the contemplated tax on war 
wealth, together with its alternative, the general levy on capital. For 
though there is cause for satisfaction in the dropping of a proposal which 
admittedly could not have been carried into effect without great injustice 
to individuals, the fact remains that we are no nearer the solution of the 
grave financial problems to meet which these disagreeable expedients 
were originally suggested. The evils of a colossal floating debt, of 
grotesquely inflated credit, of depreciated currency and the “ vicious 
circle” of wages and prices which it entails, are still with us. No one 
can read without grave misgiving Mr. Chamberlain’s sombre description 
in the House of Commons of our present financial position— 

Traders have stretched their credit to the uttermost and bankers have exceeded 
the proportion which was proper in their resources as compared with ther com- 


mitments. One false step producing one serious bankruptcy might bring a whole 
train of evils in its train, the extent and duration of which no one could measure, 


, The taxation of war wealth was advocated by many competent 
financial authorities as a form of insurance against the tremendous perils 
which are latent to capital in a position of this kind, and as Lieut.- 
Commander Hilton Young pertinently asked during the debate, “Can 
Capital afford to disregard this benefit ?’’ The whole edifice of Capital 
is so delicately poised, that the slightest blow at the stability of the credit 
system—a thing easily conceivable in view of what is happening in Japan 
—might suffice to send it toppling. 


* * * 


What are the Alternatives ? 


The strength of the arguments brought forward in Mr. Chamberlain’s 
cogent speech against the proposal are freely admitted, and in fact, 
remembering his somewhat brusque instructions to the War Wealth 
Committee, his rapid change of front is difficult to understand. It is 
well, too, to point out that the Excess Profits Duty, which is the official 
alternative, is an unsatisfactory substitute at best, and will not fulfil 
the intended purposes of a tax on war wealth. It is an effective revenue 
producer, and that is its only recommendation. In every other respect, 
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the Excess Profits Duty is a thoroughly vicious fiscal expedient, encourag- 
ing waste and hindering enterprise, and with anomalies every whit as 
glaring as it is possible to conceive under a capital levy. The fact that 
in spite of the Excess Profits Duty immense fortunes were made during 
the war shows that the real burden of this kind of taxation inevitably 
falls on the consumer, and is only nominally borne by the wealthy. 
Whether the manufacturers, exhilarated by the success of their opposition 
to the taxation of war wealth, will continue to oppose the projected 
increase of the Excess Profits Duty remains to be seen, but we should not 
be surprised to find the Chancellor compelled to accept important amend- 
ments before the Finance Bill is finally passed. Certainly, the money 
will have to be found somehow. Certain optimistic passages in the 
Chancellor’s speech should not be overlooked. It is satisfactory to know 
that provision has been made for the reduction of 230 millions of debt 
this year, and for a further 300 millions next year without additional 
taxation, while great progress had been made in paying off the 
Anglo-French loan, and the debts to the Argentine and Japan. 


LJ ba * 


The Guild Idea 

The emergence of a new idea is always interesting, and more will 
certainly be heard of the principle which lies at the Wack of the various 
schemes for dealing with the housing problem that have been submitted 
to the Ministry of Health by the different guilds, notably the Manchester 
Building Guild. That these schemes have met with but a lukewarm 
reception at official hands was to be expected in view of their revolutionary 
nature, and nobody will be disappointed. Revolutionary, in the com- 
mercial sense, is the correct description, for one of the main planks in the 
Guild proposals is to build without commercial profit! Whatever hard- 
headed readers of BusINESS ORGANISATION AND MANAGEMENT may think 
of this apparently Utopian idea, they will probably agree that houses are 
so badly needed that any system which will eventuate in bricks and 
mortar is worth a trial, and is preferable to the policy of dilly-dally that 
has resulted in the present housing crisis. The point of special interest 
to our readers as commercial men is that the guild idea has caught the 
imagination of the working builders, and has become of national import- 
ance. It is to be discussed in all its bearings at the Building Trades 
Congress next August. The Manchester Guild, which is having many 
imitators, proposes to build houses at a charge of 10 per cent. over and 
above the net cost to pay for plant, overhead charges, and to establish 
an unemployment reserve. It is stated that Dr. Addison has accepted 
the Irlam (Manchester) Building Guild’s contract with the local district 
council, so that a practical demonstration of the Guild’s capacity to 
produce houses is likely inthe near future. An offspring of the Manchester 
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Guild is the Guild of Builders (London), which is promoted by the National 
Federation of Building Trades Operatives. The certificate of Guild 
membership will be the trade union ticket, and each member takes up a 
shilling share. It-is argued that acceptance of the Guild proposals would 
result in a revival among the builders of the spirit of craftsmanship and 
-pride in their work, which under present conditions seems a thing abso- 
lutely of the past, and if this be possible one would be prepared to consider 
even the extinction of profit without a shudder. 


* * k 


tin Orgy of Waste 

This magazine has no politics, but the wasteful methods of the 
present Government, in defiance of public opinion and in the face 
of the paramount necessity for rigid economy, would move even its 
strongest supporter to protest. Both this country and France are still 
littered with derelict camps, the aftermath of war, in which hundreds 
of thousands of pounds’ worth of valuable material is slowly going to 
rack and ruin instead of being placed upon the market with reasonable 
despatch to meet the needs of industrial reconstruction. The proposal 
to reclothe the Army in new showy uniforms, after the old pre-war 
patterns, at a cost of approximately £3,000,000, while an enormous 
supply of excellént khaki cloth remains unused, is a typical piece of 
War Office effrontery which shows how utterly regardless of public 
opinion is the policy of this great Department. Nobcdy wants these 
peacock uniforms, which tend.to make our soldiers ridiculous in the 
eyes of sensible folk; the Army doesn’t want them; the country 
doesn’t want them; and to saddle the public purse with this entirely 
unnecessary expense at the present time is a piece of extraordinary 
impudence which cannot be too strongly condemned. The Premier’s 
pious aspirations after departmental economy ‘‘cut no ice” in view 
of this precious proposal; and the ordinary business man, who has 
to pay rather more than his fair share of taxation in order to foot the 
bill, strongly objects to wasting millions in such a manner, 


* * ™* 


How to Stop It 


How to stop the waste is a far more urgent question, which deserves 
the attention of the best brains of the country. Sir Bertram Jones, 
a financial expert, who held important posts during the war, and was 
responsible for a good deal of valuable organisation, including that of 
the War Office costing system, makes. some excellent constructive sug- 
gestions in this direction. Writing in the Datly News, he says that the 
first essentials of a sound system of national expenditure are adequate 
Parliamentary control and well-informed Treasury administration. 
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At present there is neither. A great improvement can be effected in 
the national expenditure control machine by compiling the estimates 
in a more intelligible form, strengthening the Estimates Committee, 
appointing Treasury officials to each spending department (for this 
purpose the present financial secretaries should be transferred to the 
Treasury), and appointing a board of business men to assist the 
Chancellor of the Exchequer. To be effective (adds Sir Bertram Jones), 
such a Board should have considerable executive power ; should include 
among its members men who during the war have had inside experience 
of official methods, or lack of them; and, further, should not be chosen 
from men who are only the titular heads of businesses, the active 
management of which is in other hands. 

Such a Board would undoubtedly exercise a very healthy influence 
in the direction of economy on the policy of the Treasury. Business 
men realise the imperative necessity for economy, and they feel alter- 
nately depressed and exasperated when the Government, which is well 
aware of the difficulties and perils of the financial position, permits 
Departmental waste and extravagance to continue until it assumes the 
proportions of a scandal without apparent check of any kind. 


* * * 


Empire Trade Policy 

Now that the menace of bitter industrial conflict appears to be 
surely, if gradually, disappearing, the first duty of the Government is 
to announce, as soon as possible, a clear and coherent Empire trade 
policy. The future welfare of the British Commonwealth depends 
upon the organisation and growth of an active reciprecal trade between 
all the countries of the Empire, and the delay in the adoption of this policy 
is accentuating the universal feeling of insecurity in the business world. 
Tt is also giving our competitors for overseas trade a secure footing in 
the markets of the world and an advantage over us out of all propor- 
tion to any question of skill or enterprise of individual traders. The 
supreme sacrifice made by so many Britons and the untold hardships 
endured by the majority of us for liberty and Empire, is a direct call 
to us to give of our best, and to use rightly our intelligence and efforts 
to develop our resources and those of our Empire to the full. The 
present proposals of the Government are wholly inadequate. A definite 
Empire policy is essential. There is not a single thing that we cannot 
produce within our Empire, and there is no good reason why we should 
be dependent upon any other country for anything. But this cannot 
be done without a clear and definite Government trade policy. It can- 
not be done by a restriction of output on the part of Labour, neither 
can it be done without an improvement in the organisation which pro-, 
duces wealth, and which makes all the difference between good and. 
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bad trade and small and adequate profits. The old-fashioned employer 
and champion of Jatssez-fatre, who thought his employees—office and 
works—were simply created to minister to him, is, fortunately for the 
country, dying out ; and those few who remain will have to be reminded, 
in an unmistakable way, that the welfare of the community must come 
before that of any class. Skill in management and organisation must 
work hand in hand with skilled workmanship; and if we are to hold 
our own in the coming struggle for trade and well-being, Labour and 
Capital must become partners, for the building of a new and permanent 
social order can only materialise through the agency of intensive output 
and increased commodity production. We must, by every legitimate 
means possible, develop and consolidate trade and commerce within the 
British Empire, and one of the greatest essentials during the present 
critical period is that all Britishers should profit by the many trade 
mistakes of the past. 


* : * * 


The Industrial Assurance Scandal: A Dangerous 
Proposal 


There seems to be some danger that the Chief Registrar of Friendly 
Societies will be entrusted with the control of all Industrial Assurance 
business. There are many ways of shelving the Report of the Com- 
mittee which recently investigated this grave scandal. But the idea 
of turning it over to the Chief Registrar of Friendly Societies is grotesque. 
This gentleman’s Department was entrusted for years with the control 
of the friendly societies, with the result that amongst the many bad 
reasons which Mr. Lloyd George gave as a justification of the National 
Health Insurance Bill when he mtroduced it was the fact that prac- 
tically all the friendly societies were hopelessly insolvent. This hap- 
pened to be true at the time, and, technically, is still more true to-day, ` 
if the position were valued on the basis used prior to the passing of 
that Act. It is hopeless to expect any State Department to control 
any civilian undertaking. The Committee recognised that in its Report, 
which pronounced strongly against nationalisation. But to make use 
of a Department which allowed practically all the friendly societies it 
controlled to carry on business, although they were insolvent, seems 
to be carrying Government methods too far. It is to be hoped that 
some Member of Parliament will have enough courage to initiate a 
debate on the whole Report and knock on the head the most futile 
proposal. The Industrial Assurance Companies should be given a 
reasonable opportunity of amalgamating and re-organising their agency 
system, and, in the meantime, a short Act of Parliament should give 
legal effect to the Committee’s recommendations. 
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The Cultivation of Business Interest 

Self-interest requires little cultivation in most of us, who are far 
too prone to magnify and become wrapped up in our own little personal 
affairs, but to transform self-interest into an objective emotion, and to 
direct it into business channels to the great benefit of both the employee 
and the business, is something of an achievement in applied psychology, 
and one upon which Selfridge’s may be deservedly congratulated. How 
this very desirable achievement has been successfully accomplished is 
revealed in an interesting booklet which has just beeen issued by the 
Selfridge Education Department, under the able direction of Miss 
Gladys M. Burlton, M.A. The principles which have proved so successful 
in a great departmental store are quite capable of being applied to the 
factory and the machine shop, and there are few business heads but 
would not find it to their advantage to study the methods which have 
enabled Mr. Selfridge to build up a staff of such high and well proved 
efficiency. The secret seems to lie in the fact that the Selfridge staff 
has never done learning; the system of staff training is continuous, 
the aim of the Education Department being to develop to the utmost 
the human resources of the business by promoting happiness in work. 
Certainly the results achieved go to prove conclusively the axiom laid 
down in the booklet, that “ business efficiency is the logical outcome 
of good education.” 

* * * 


The Root Problem of the Day 

The Very Rev. Dean Inge doubts the reality of our boasted progress, 
but the humble docker, at least, has no illusions on the point, and would 
promptly rank himself on the side of the optimists. For the first time 
he finds himself, under the operation of the Dockers’ Charter, in the 
enjoyment of a living wage, with a guaranteed minimum engagement, 
and an assured title to his job by virtue of registration. In his presi- 
dential address at the conference of the Transport Workers’ Federation 
last month at Southampton, Mr. Harry Gosling drew an effective contrast 
between these definite advantages and the old miserable, precarious 
conditions of the dockers’ livelihood in the past. Mr. Gosling gave 
utterance to sound economic truth when he went on strongly to emphasise 
the paramount need for increased production at the present time; and 
his attitude is the more noteworthy in view of the suspicion with which 
working men generally regard practical suggestions to increase output. 
Civilisation, he claimed, reasonably enough, ought to be able to give a 
full life to everyone willing to render service-in return. It had to be 
admitted that this could not be done without increased production. 
“We are to-day a poor nation, living and spending as if we were a rich 
nation.” 
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That is the root of the whole trouble. Until arrangements have ‘been 
made whereby the production of commodities necessary to life shall 
be greatly increased, every other economic question is beside the mark. 
There is admittedly a world shortage in real wealth—temporarily 
obscured by a plethora of the paper variety—but none the less serious 
and menacing, and the best energies of Capital and Labour will sooner 
or later be demanded for the solution of this root problem. 


* * - 


A Slump in Prices 


That prices in most commodities have reached’ the top of the curve 
and are on the eve of a more or less severe reaction is, we think, fairly 
obvious. The reaction has in fact already commenced, and the fact that 
the decline is fairly general, and at the same time international in 
character, strongly suggests that it is no mere flash in the pan, but a 
feature which may be expected to continue. The United States started 
the movement, and following the decision of the leading bankers, acting 
in concert with the Federal Reserve Board, to withdraw facilities for 
speculation in commodities by curtailing loans, wholesale liquidation 

Tof stocks was found to be necessary, and there has been a wave of price- 
cutting throughout all the big cities of the Union. Wholesale reductions 
of from 20 to 30 per cent. have been common, the prices of necessities 
have dropped with a rush, and still further reductions are expected. 
The cause of the “break ” is not difficult to understand. Profiteering 
prices had caused a notable falling off in the public demand, and scores 
of factories had been obliged to close down. While production was 
falling, loans were expanding, and when the bankers realised the grave 
dangers of the situation and applied the brake, the collapse became 
inevitable. The position is scarcely so advanced in France, where there 
has been no spectacular fall, but important reductions have taken place 
lately in the price of cotton, wool, coffee, and metals, and a sharp dccline 
in the price of foodstuffs is confidently expected. 


* * * 


Will Values Collapse in This Country ? 


In this country there are even stronger indications that prices are 
sagging, and the movement m the direction of a return to a lower level 
of values has already commenced. Sharp falls have taken place in the 
price of cotton and certain kinds of wool, and there has been a consider- 
able reduction in the price of metals. Silver, the currency of the East, 
has slumped, and a reduction in the prices of Oriental products is inevit- 
able. The boot and shoe trade has witnessed a mild slump in its products, 
and if fact is just now passing through an exceptionally slack period. 
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The luxury shops in the West End report poor business, whilst an enter- 
prising department stores, following the American example, has announced 
a 10 per cent. cut in its prices, on the ground that a general fall in 
retail prices is justified and overdue, We have it on the authority of Sir 
Robert Horne, President of the Board of Trade, that we have reached the 
peak and are faced with a certain period of decline. Already orders are 
not so numerous, buyers are hanging back, and many are anxiously 
asking if there would be a slump. He does not think we are in the 
region of a slump, but trade may sag for a time. 

It must be remembered, too, that the restriction of credit facilities, 
which is a serious factor to many business houses, will operate in favour 
of a general fall in prices, and bearing in mind all these facts, business 
men will, we think, agree that such a fall can hardly be long delayed. 
That there is an immediate prospect of such a slump as has taken place in 
America is, however, very unlikely. The increased cost of coal and 
transport, the firmness in the iron and steel trade, and the shortage in 
many essential commodities will serve to stabilise prices at fairly high 
levels for the time being; and further, unfortunately, in this country 
there is apparently little of that spirit of fierce public hostility to profiteers 
which is by no means an unhealthy feature of American opinion. 


* * * 


The Financial Crisis in Japan 

The serious financial crisis through which Japan has bei passing 
is not without its lessons for ourselves. Widespread gambling in stocks 
and shares, and in silk, rice, and other market commodities, culminated. 
towards the end of May in a slump which affected almost every class 
of security. There was an inevitable ran on the banks; and when the 
74th Bank, the chairman of which is a big silk exporter by the name 
of Nogi, suspended payment, the situation became critical. Only the 
prompt intervention of the Bank of Japan, which undertook to satisfy 
the depositors of Nogi’s bank, and the promise of the larger institutions 
to come tq the rescue of the smaller banks, restored public confidence 
and succeeded in relieving a very anxious situation. The Government’s 
decision to provide easier money and to grant special facilities for export 
trade, prevented a recurrence of panic tendencies, and the commercial 
position—once so disquieting—is now much more hopeful. 


+ * * 


Its Underlying Causes 
It is worth while briefly to examine the present economic conditions 
of Japan in order to understand this sudden crisis. As His Majesty’s 
Commercial Secretary at Yokohama has recently pointed out, the total 
trade of Japan for 1919 shows for the first time since the outbreak of 
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war, an adverse balance. Up to 25th December, the total imports in 
1919 amounted to yen 2,126,229,.000, while exports totalled yen 
2,042,258,000, thus showing an unfavourable trade balance of yen 
83,971,000 ; while, compared with the previous year, exports in 1919 
increased by over yen 80,000,000 and imports by yen 458,000,000. 
Exports fell away considerably, relatively to the huge increase in imports, 
and shows that Japan was unable to maintain her position in those 
markets which had become open to her during the war owing to the 
inability of European nations to compete. The remarkable prescience 
of H.M. Commercial Secretary is clearly shown by his prophetic refer- 
ence to the fact that the economic situation of Japan is pregnant with 
possibilities of danger. The country’s great prosperity is almost entirely 
due to abnormal conditions arising out of Japan’s peculiar position 
during the war; but labour unrest, a fictitiously high cost of living, 
a mania for speculation and company promoting, stimulated by the 
rapid inflation of the currency—in short, all those features which are 
disquietingly familiar in this country—are instanced as causes of real 
anxiety, which, as subsequent events have proved, was only too well 
founded. 


* * * 


The Income Tax Reform League 


The twelfth annual report of the Income Tax Reform League 
contains some valuable critical comments on the recommendations of 
the Royal Commission on the Income Tax. It is noted, not without 
gratification, that these recommendations adhered closely to the sug- 
gestions made by various members of the League’s Executive Com- 
mittee, including Mr. P. D. Leake, F.C.A., a contributor to this Magazine. 
The thirty-five years’ limit allowed for the life of a wasting asset-— 
“admittedly arbitrary ”—is criticised, the Report pointing out that 
“the proposal of the Commissioners would still have the effect of 
levying yearly Income Tax on a large part of the capital of a wasting 
asset from which the holder of an investment in Government loans, 
Debentures, or other permanent assets would be free.” On the sub- 
ject of “ Casual Profits,” which it will be remembered are recommended 
to be brought within the scope of the Income Tax, the Report says 
that the recommendations of the Commissioners are open to serious 
objections. It will be obviously difficult, and in many cases impossible, 
to determine the motive for an investment. As a result of these pro- 
posals, it is considered that the scope and extent of the useful work 
now carried on by the League will be greatly increased, and those 
interested im its objects are invited to lend their support. Full par- 
ticulars of the League will be furnished by the Secretary, Mr. G. O. 
Parsons, 25 Abchurch Lane, King William Street, E.C.4. 
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Mass Production in Mechanical Traction 


“ No other means can possibly be applied, except mechanical traction, 
to rehabilitate commerce and restore civilisation to even its pre-war 
level in a reasonable time,” declared Sir Herbert Austin, K.B.E., at the 
annual meeting of the Austin Motor Co., Ltd., and the remarkable results 
in the direction of mass production achieved by the Austin Company 
shows that this undoubted economic truth also represents a sober state- 
ment of policy. A large party of Press representatives were recently 
given the opportunity of inspecting the Company’s works at Longbridge, 
Birmingham, and were most favourably impressed with the efficient 
methods of mass production there adopted. No fewer than 150 chassis, 
"120 bodies, and 60 motor farm tractors are being turned out every week 
by the Austin works—an output which exceeds by far the weekly pro- 
duction of any other English firm of motor manufacturers. It is pleasing 
to note that even this immense output does not suffice to cope with the 
enormous demand which exists for the Austin products. In fact, Sir 
Herbert Austin states that offers had been received from the United 
States alone which would absorb the whole output if they had been 
accepted. Only lack of material and the impossibility of obtaining parts 
which were not manufactured at the Austin factory prevented them 
from still further increasing their production. 


* * * 


The Outlook for the Motor Trade 


A little observation and reflection will serve to convince one of the 
enormous possibilities of motor traction. With railway rates, already 
a very serious item, almost certain to increase owing to continual wage 
advances and the higher cost of cpal, manufacturers will turn their 
attention more and more to the advantages of motor haulage. Already 
the motor lorry is a severe competitor of the railway for goods trafic, 
while the increasing numbers of buses and chars-A-bancs show that its 
possibilities for passenger conveyance are only beginning to be explored. 
Motor traction is essential to farming on any considerable scale, so that, 
with the greater call for private cars, it seems fairly obvious that motor 
manufacturers can look forward with confidence to a demand for their 
products which will show little signs of slackening for many years ahead. 


LJ * * 


The Institute of Industrial Administration 
The interesting series of lectures on “ The Organisation of Payment 
by Results,” which have been delivered during the past eight weeks by 
Mr. J. E. Powell at the Central Hall, Westminster, have afforded an 
excellent demonstration of the practical benefit to be derived by works 
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engineers and cost accountants from membership of the newly formed 
Institute of Industrial Administration, under whose auspices the lectures 
were arranged. Mr. Powell was formerly Chief Rate Fixer to Messrs. 
W. Beardmore & Co., Ltd., Dalmuir, and Chief Assistant Rate Fixer to 
Messrs. Vickers, Ltd., Erith, and was able to give his hearers all the 
advantages of a wide practical experience in dealing with this highly 
technical subject. In the first lecture he dealt with the aims of the 
system and deprecated an exaggerated idea of its possibilities. Payment 
by results should be treated as a stimulant to production, and not as 
a substitute for efficient works organisation. He next made an interest- 
ing comparison of the two main types of systems, individual and collec- 
tive, and generally speaking, thought that the individual system, where 
the efforts of the individual worker were complete in themselves, would 
result in the better output. The main objection to the old-fashioned 
piecework system was the general practice of rate-cutting, occasioned 
by lack of knowledge of the principles of production, estimat’ng, and 
rate fixing. The premium bonus system, which was intended to obviate 
rate-cutting was explained, and interesting diagrams showed the reduction 
in total costs under both piecework and premium systems when oncosts 
were applied, as the lecturer pointed out they should be, on the basis of 
time taken. Subsequent lectures dealt with Production Estimating, 
Process Efficiency, (2) Rate Fixing, (3) and Job Rate Adjustments, and 
the large attendances showed that they were highly appreciated. Full 
particulars of membership of the Institute of Industrial Administration 
may be obtained from the Hon. Secretary, Mr. E. T. Elbourne, at the 

headquarters, 11 Victoria Street, S.W.1. l 








In this artiole the eminent Cily solicitor discusses property in land, and explains the 
important reforms in the English land system proposed tn the new Land Transfer Bill. 


Some Notes on Impending Law Reform 


By Tua Rr. Hon. Str Worum Bury, M.P. 


S an old-fashioned lawyer, I cannot disguise from myself the fact 
that from time to time laymen who are men of business show 
impatience at our laws of Conveyancing and, consciously or uncon- 
sciously, give the idea that it is our fault and that if they had the 
makings of the laws they would have made them much more simple and 
convenient. 

[If anyone is interested in the subject I would advise them to read 
the introduction to Stephens Commentaries on the Laws of England, 
which is the modern version of Blackstone’s Commentartes. 

It is delightfully written and will give a better bird’s-eye-view of how 
our laws have gradually developed than any other book I know. I 
will go further and say every man of business ought to read it.] 


Property in Land 

People say why cannot land be sold like a pound of butter or a table ? 

The obvious answer is that land has different attributes from either. 
Butter can be consumed and a table can be broken up or burned. Both 
can pass by delivery without a receipt. Land is practically indes- 
structible, and there is only a certain amount of it in England. 

Then again it must be remembered that we are an old and settled 
country. Our common law which was originally unwritten comes down 
from Saxon times and from immemorial custom and universal reception 
—and on that was super-imposed—the Feudal System which was 
practically perfected by William the Conqueror. All land in theory is 
the property of the sovereign (originally by right of conquest) and was 
doled out to his followers who undertook to pay rent for it by service : 
these subdivided it in turn and accepted service from their tenants : 
so many soldiers, so many horses, arms or what not, to the acre. 
Copyhold tenure is a survival of this. 

These were eventually turned into money payments. It was 
centuries before the freehold system evolved. 


Freehold and Leasehold Systems Compared 


Let us now glance for a moment at the leasehold system which has 
many advantages to all concerned, although the fashion is now to decry 
it as unfair. 

Look at the orderly arrangements and the careful town planning of 
the great landed estates in London. 
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Look at Eastbourne, built up under the wise care of the Dukes of 
Devonshire and their advisers. 

Compare it with a freehold estate where everyone can build haw he 
likes, when he likes and what he likes, and where some owners deliberately 
leave their land unbuilt on because they think their neighbours will, 
by building around it, cause sts value to rise. 

There are scores of instances in England showing the perpetually 
unfinished nature of the freehold system. Anyone who has travelled 
in Canada or the United States will know what I mean, where the 
unfinished appearance is still more apparent and unsatisfactory. 

It has been proved that more money has been made out of a piece 
of land by all persons concerned during the ninety-nine years under a 
lease than under the freehold system and the community generally has 
benefited thereby. 

This, however, is really by the way, but I want to hint at some of 
the difficulties and advantages of our system. 

Many men think lawyers are unnecessary: and secretly think they 
could be done without. 

Mr. Arthur Underhill, who has written an admirable technical article 
on the new Bill in the April number of the Law Quarterly Review, com- 
ments on this by saying no one tries to be his own carpenter or his own 
housemaid : why, then, should some of the most successful business 
men imagine they can master a profession that takes years of study and 
years of practice to acquire ? ~ 


Conveyancing Difficulties 

It may surprise some of my readers to learn that many great lawyers 
have pondered on the difficulties of our conveyancing system, and have 
done all they could to cut the red tape and simplify matters. 

The Judicature Acts were a great advance on anything that went 
before. The ‘costly nonsense”? of Jarndice and Jarndice has long 
disappeared. 

Then, again, Lord Halsbury, our veteran ex-Chancellor—a criminal’ 
law lawyer in the first instance—deliberately set to work to simplify 
conveyancing and in spite of much opposition brought in a system by 
which registers were established in London. 

This obviated a great many inquiries that had to be made on the 
question of title. In practice at the Registry was kept a kind of cheque 
book in which were entered particulars of the owners of the property (on 
what amounted to a counterfoil) and issued a certificate (or cheque) to 
the owner, who held it until he dealt with the property in any way, 
when it was indorsed at the Registry, notified on the counterfoil and 
re-issued to the new owner. 

This did away with the disadvantage of carrying about a large batch 
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of deeds and of proving their validity every time the property changed 
hands. This description will, I know, shock many lawyers, but it gives 
an idea to the lay mind as to what was aimed at. 


A Tribute to Lord Birkenhead 


_ Our present Lord Chancellor, whose brilliant genius is not yet appre- 
ciated, rises to every occasion that presents itself. He would not pretend 
to call himself a conveyancing lawyer, but being satisfied that the time 
is ripe to make another advance, he has fathered the present Bill and 
means to make it law. This will be the greatest advance that has yet 
been made. It is a tremendous Bill, consisting of 178 clauses with 16 
schedules and containing 257 pages. 

Its main object is still further to simplify the law of Real Property—. 
that is, property in land and to make it as simple as possible to transfer 
land as chattel or personal property. 


The New Land Transfer Bill 


Here are some of its chief provisions in a nutshell— 

It will as proposed abolish holdings of a Copyhold tenure, saving 
only to the lord the pecuniary benefits which accrue, and pending the 
extinguishing of these benefits provision is made for dealing with the 
land as freehold without prejudice to the lord’s rights. 

Incidentally, by the provisions of the Bill, other special interesting 
tenures and local customs, such as Gavelkind and Borough English, 
will be abolished, and within, at most, a period of ten years it provides 
for the extinguishing of all manorial incidents. 

The general principle, as enacted, places freehold and customary 
land on the same footing as leaseholds and repeals the Statute of Uses ; 
27 Henry VIII cap 10—1535—6. 

It will also effect a change in the law as it now exists relating to 
intestacy, so that all property shall be equally affected thereby. ` 

Owing to the ever changing conditions of ownership a great many 
questions are continually arising on titles to landed property, having 
regard to the dealings therewith by different owners from time to time. 
This means that the lawyer having to deal with it at any time as the 
law now stands must guard his client against questions which, although 
they may not be likely to arise, still might do so, or, at any rate, might 
be considered as flaws or blemishes on the title when the owner in his 
turn desired to sell. 

This all leads to complication. 

The present Bill as I have said is a tremendous one, but I believe it 
is an honest attempt by lawyers to do away with complication and 
difficulty, though it means amending past legislation from the year 
1881 and the repeal of a Statute of Henry VIII mentioned previously. 
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As a whole, the greater part of the Bill consists of provisions for the 
abolition of the existing law. The working machinery which will 
ultimately be left will be short: the length of the Bill being in fact 
entirely attributable to the complexity of the existing laws relating to 
land which it is intended to simplify. 


A Far-Reaching Reform 


It is intended to place all interest in land, except legal estates, in fee 
simple (#.¢., the new fee simple created by the Bill) or for a term of years 
absolute behind a curtain, and frees a purchaser in good faith from any 
obligation to look behind the curtain, and this of itself is a great advance 
_ on anything that has gone before. 

Bare outstanding legal estates in circumstances therein mentioned 
are to vest in the persons entitled to call for the same, or to be extinguished 
or merged in accordance with the provisions made by the Bill. As such 
estates have always been a source of trouble, annoyance and expense, 
this, of itself, will tend greatly to simplify matters. 

In addition, perpetual renewable leasehelds are to be converted into 
long terms, thereby abolishing what has long been considered to be an 
expensive and useless practice. 

The Bill as drawn further providcs that in the case of an intestacy 
the person entitled to administer a deceased person’s estate, in other 
words, the personal representative, shall be entitled to hold such estate 
upon the trusts as therein set out, which shortly are: upon trust for 
sale, but with certain powers as to the postponement df the realisation 
thereof; with provisions for dealing with the income derived from the 
property and for the payment of the deceased’s funeral and testamentary 
expenses and debts; the residue is then to be distributed as therein 
set out. 


Estates of Intestates 

Now as the law at presents stands—when a man forgets or omits to 
make a will, or, as it is called in the Law, “ dies intestate,” his estate 
becomes divisible in accordance with the Statute for the distribution of 
the Estates of Intestates, which lays down as to how his property shall 
be distributed, but there are many anachronisms and much unfairness 
existing at the present time. To give an example, a freehold estate 
goes to the eldest son subject to the widow’s right to a third of the rents 
for her life, which is called dower. Suppose, however, instead of being 
a freehold estate, it is a leasehold property held for a term of 1,000 
years ; then, subject to the widow’s one third, the children would take 
as tenants in common. 

When you come to think of it, the difference is rather ridiculous. 
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The Bill as drawn seeks to alter this and shortly provides— 

(a) If an intestate leaves a spouse and no issue the whole goes to 
the spouse and not to the heir. 

(b) If the imtestate leaves issue it still goes to the spouse if it does 
not exceed £500, but if it should exceed that amount it is to be held in 
trust for the spouse (if any) for life, and after his or her death it goes 
to all or any children living at his or her death in equal shares on their 
attaining the age of 21 years or marriage earlier, the children or any 
child so entitled and dying being entitled to the parent’s share, and 
not to the heir. 

(c) If the mtestate leaves no spouse or issue the parents take equally. 
(d) Subject to a, b and c., the existing Statutes of Distribution apply. 


Other Important Reforms 


The Bill makes certain provisions with regard to tenancies in common 
—-affords reasonable protection to a purchaser against claims for death 
duties, and in respect of bankruptcies, and also makes provision relating 
to trusts for sale with a view to removing obstructions. 

Then again there are provisions in the case of infants for their benefit 
and for the saving of expense, and with regard to mortgages it is proposed, 
in certain cases, greatly to simplify matters by making a receipt under 
seal indorsed upon the document a sufficient reconveyance of 
mortgages, thus obviating the necessity of a deed of reconveyance, 
surrender or release as heretofore. 

As is well known, land is often subject to covenants which are 
restrictive as to the user of the land and building thereon, and with 
regard to such it is to be made possible by order, wholly or partially, 
to discharge or modify any such restrictions upon certain conditions 
which are set out in the Bill. i 

Lastly, the Bill amends the Settled Land Acts, the powers of a tenant 
for life being much extended by the adoption of the principle that such 
a tenant or other statutory owner of full age. shall be placed on 
approximately the same footing as an absolute owner. 

It is extremely difficult in this short article to give anything like a 
detailed commentary on the whole of the clauses, provisions and 
schedules of the proposed Bill, but the foregoing is in the main a very 
brief epitome of what it purports to do, and I hope that with some 
modifications it will soon pass into law—for, by simplifying the law 
and chedpening and expediting the transfer of land, I am sure we are 
benefiting the country. 
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Co-Operation with Employees 


iver is not intended as an essay on co-partnership, but as an 
argument in favour of the wider and fuller co-operation between 
employers and employees in the same business than generally exists at 
the present time. The idea of two or more persons possessing the same 
interest, 4.2., the financial one, working together for the same purpose is 
by no means new. The principle that if they do agree to pull together 
for their common object they will be stronger collectively than their 
total strength would be individually, is proved by a very elementary 
and well-known proposition in mathematics. “Unity is strength,” 
and the closer they are united, the correspondingly stronger they will 
be; the more concentrated in their combined efforts, the better. The 
ratio of their interest may be different—a managing director has a greater 
interest in a concern than his office boy ; the latter, however, is necessary 
to the former, and, by doing his bit, can appreciably help, whereas were 
he so inclined, he could be on the other hand a neutralising factor in the 
business. Similarly with every grade of employee between the two. 
The engine driver pilots the train, whilst the axle-greaser lubricates the 
wheels ; the latter is the humbler official, but unless he greases the axles 
properly the engine driver will have trouble and his efficiency will be 
counter-affected accordingly. 

The internal commercial machinery of some businesses runs very much 
smoother than others; there are less changes of staff, less mutual dis- 
satisfaction between employers and employees ; in some, an atmosphere 
of general good feeling prevails, whilst in others, discontent is rife. Some 
progress like a battalion on the march, orderly and in well-considered 
step; others resemble rather the progress of a mob, moving forward 
perhaps, but in straggling disorder. The moral is obvious; if a good 
result is desired, a good “‘ step ” must be kept, and the only way to do 
this is by the co-operation of everybody concerned. 


Mutual Good Feeling a Great Asset 


This will be found to be more difficult of achievement than at first 
sight appears. The power of inspiring one’s fellow men and women, 
of transplanting in them one’s own enthusiasm, is given to very few of 
us. The bare fact of paying a man exactly what he is worth in pounds 
or dollars each week will not, in itself, bring out of him his best efforts. 
Conversely, the mere giving of exactly the same value in work, on his 
part, of what he receives, will not (again, in itself) cause his employer 
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to be more appreciative : such is simply a case of value for value. But 
if the man be interested in his employer and in his work, and in the 
business generally, it is far more than likely that such interest will be 
reflected in the amount and quality of his work, over and above the exact 
value for which he is paid. It is the old case of the unwilling and the 
willing servant. Show interest in the welfare of a man who is co-oper- 
ating with you in the business of money making, and human nature 
ensures that he will in return show a generally corresponding interest 
in your welfare; exceptions, of course, occur, but the rule holds good. 
The difference in value to an employer between a satisfied staff and a 
dissatisfied one is tremendous, although the actual discrepancies of the 
latter are often difficult to detect and bring home—the unpunctuality, 
the slackness, the apathy shown, the general spirit of “don’t care.” 
Every event has a cause, and behind a dissatisfied and unsatisfying staff 
there is generally a reason of some sort ; and grievances, real or imaginary, 
tend to increase rather than decrease, unless they are fairly heard in 
open court. When the time of stress comes (and few businesses exist 
which have not at one time or other during their existence encountered 
this) the loyalty of the staff will be put to the test. It is then that the 
goodwill borne towards the employer will show itself. 


Pull Together, and Not Apart 


Co-operation is pre-eminently a matter of business, and as in business 
matters generally, the financial argument plays a leading part. Some 
firms present the members of their staffs with a bonus on production, 
or a percentage on’sales. Others make a money grant at the end of 
every financial year in which the shareholders’ dividends exceed a certain 
percentage, the idea being extra monetary recognition for extra-efficient 
management. The notion, too, of a suggestion box, with special re- 
muneration pro raia for money-saving suggestions is becoming more 
common. One eminent “ Captain of Industry” has laid it down that 
the more money a man earns, the better it is for his employer. Whilst 
some employers are quick to recognise ability and enterprise among the 
members of their staffs, others do so very tardily, ignoring the fact that 
the pace of a column is regulated by the pace of its leader. The force of 
example is very great, and a generous and broad-minded Principal 
will usually gather round him a reciprocative staff, and vice versa. The 
goodwill of one’s employees is usually worth a little, although it can 
hardly be capitalised, as is the general item on the balance sheet bearing 
that name; it is at any rate certainly worth cultivating. Labour 
generally nowadays has grown very suspicious of Capital, and we hear a 
lot about “collective bargaining’; cannot the place of this largely be 
taken by collective co-operation? - 
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The wise employer realises that interest taken and shown makes for 
efficiency and smooth running of the wheels internally, and to that end 
believes in everybody working together as a happy family as far as 
possible. Reduced to a syllogism in logic the argument is this— 

(1) The more willing the servant, the greater is his value to the 
employer. 
(2) The more interest taken in him, the more willing he becomes. 


Therefore the more interest taken in him, the greater is his value to 
the employer. 

If you admit the premises (1) and (2), you must admit the conclusion. 

Why not every business a mutual benefit society ? 





Workshop Economy 


Ow to the ever increasing costs of production, engineers and motor 
manufacturers and repairers will readily welcome any scheme for salving 
anything which hitherto has been waste Amongst other things discovered 
during the war was the way to treat oily rags and turn them to profitable account. 
The oil once extracted, the rags are cleansed and sterilised, and sold back to the 
mills, where they are of use to the manufacturers of paper, shoddy, etc. 

The importance of this saving was fully realised by the Ministry of Munitions, 
who at gieat expense opened a special factory to treat this material Mr. L. St. 
Clare Roberts, having had considerable experience in the treatment of oils and 
fats in Australia, was appointed manager of this factory, and a thoroughly 
up-to-date business was Butt up—resulting in a great saving to the country 
The works were closed down soon after the signing of the Armistice, but the whole 
of the specially installed plant was purchased by Mr. Roberts and transferred 
to his new mills at Plaistow. 

A new Company has been formed, styled Roberts, Paton & Co, Ltd., and 
they will supply and deliver steel drums, free of charge, by their own vans, within 
the London area, and f.o.r. for their country customers. Into these drums all 
the used oily rags can be thrown, thus keeping the floor clean. The full drams 
are collected periodically, sy aed ones being left in exchange. For all oily rags 
collected, Roberts, Paton & Ltd., pay a liberal amount, varying according 
to the market. At ale the price 13 about 4s. per cwt. There is thus, on 
this price a saving of {4 per ton on the new cleaning rags, and m many shops it 
does not take long to use a ton of rags. How many engineers have ever con- 
sidered the saving effected by the use of rags instead of waste? Waste is now 
about 94s. 6d. per cwt., while the price for washed rags is 50s. to 60s. per cwt. 
—a difference of 30s. 6d. to 44s. di. per cwt. Tests made in the Ministry of 
Munitions’ Holloway factory proved conclusively that rags were 9 per cent more 
absorbent than waste, the result being that rags were afterwards adopted as the 
cela material for cleaning mechanism in all the workshops of ths Royal Air 
farce. 








Sir Charles Macara wrgea that by stopping all waste and by developing indusiry the 
Government oan find all the money which it was hoped to raise by the Capital Levy. 





The Industrial Dilemma and the 
Way Out 


By Ste Onartes W. Madana, Bart. 


N an article which I contributed to the first number of Business 
ORGANISATION AND MANAGEMENT I pointed out the necessity for 
efficient organisation upon broad lines to ensure that industry should be 
stabilised after the great upheaval of the war and that it should reap 
the success which the return of peace placed within its grasp. Many 
things have happened since October last, when that article was published, 
but the conditions in the industrial world to-day as compared with the 
autumn of last year emphasise the pressing need for sound organisation 
upon which the article laid such great stress. 

The most marked feature of the industrial world during the past 
nine months has undoubtedly been the search for extra capital. Pro- 
bably never in the history of our industries has there been in a similar 
period so many fictations, re-flotations, and so many re-capitalisations 
of businesses. The causes of this reconstruction are obyious. If we 
eliminate the cases where pure speculation was the operative cause— 
and these cases have been comparatively few—we see that the great mass 
of the firms which sought new capital have been compelled to that course 
in order to adjust their finances to the enlarged values which became 
current owing to the war. Everything that enters into the running of 
industry having increased enormously in cost it became a sheer impossi- 
bility to carry on businesses without a reorganisation and extension of 
available resources. The cotton industry affords very striking illustra- 
tions of what I mean. Since the outbreak of war the world’s cotton 
crop has appreciated in value by, it is estimated, £1,000,000,000 ; 
machinery for the industry by 350 per cent (necessitating a largely 
increased basis for depreciation); and wages by about 170 per cent. 
Add to this the large increases in the price of coal, of building, repairs, 
and of all the subsidiary articles which are required in the processes of 
the industry, and it at once becomes apparent that new financial pro- 
visions on a scale not previously dreamed of are required to continue 


running the industry. 





Note.—Since this article was placed in the printers’ hands the War Levy has been 

abandoned by the Government We think, however, that the views so conmstently 

on the subject since the Armistice, by Sir Charles Macara, will be much appre- 

ciated by our readers, as this decision of the Government provides an object-leeson of what 
determined action on the part of practical men can accompliah,—-Eprror, 
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A Dangerous Reaction 


Increases of like character, if not quite on the same scale, have taken 
effect in the raw materials, machinery, wages, etc., of other industries, 
so that the whole world of industry has had to seek a means of readjust- 

.ment. And now we are faced with a reaction which is not without its 
elements of danger; for all this absorption of extra capital into the 
industrial concerns of the country has not unnaturally led to exhaustion 
of the normal sources of investment. Many firms, civic corporations 
and even the Government itself in connection with its Housing Bonds 
scheme have recently had clear and painful demonstrations that the 
stream of capital which flowed so strongly a little while ago is now run- 
ning dry, and the action of the banks in putting a ban on overdrafts for 
speculative purposes showed that a danger point had been reached. 


What Industry W ants 


Long before this position of affairs had been reached I drew attention 
to the fact that we were approaching it and made suggestions which 
would obviate the risk of going too far. With those suggestions I will 
deal shortly, but I must first point out how the situation has been com- 
plicated by legislative action. Since peace returned the greatest single 
requirement of industry has been freedom from extraneous interference, 
especially from interference by men unversed in practical affairs. 
Industry required to be allowed to work out its schemes of extension, 
improvement, and reconstruction with the certainty that the State 
would not place any obstacles in the path. Yet, what bas been the 
actual state of affairs? Surely, just the opposite of what was necessary 
to the full prosperity of industry. There was first the talk of a capital 
levy—still kept alive in certain quarters—which proposal leaves entirely 
out of account the most important factors in the industrial situation. 
T have frequently shown the folly of this suggestion. Since the outbreak 
of war Industry has made enormous contributions to the National 
Exchequer. Averaging the Excess Profits Duty at 60 to 65 per cent. 
over the period of its existence we may say with certainty that about 
£1,000,000,000 has been liable to this duty. Of the remaining 35 to 40 
per cent. of excess profits, income tax has absorbed roughly one-third 
and where super-tax has been paid a further heavy contribution to the 
State has been forthcoming. Al this burden during the war was borne 
without murmur; indeed, cheerfully, since we knew the war could not 
be carried on without adequate taxation. Equally cheerfully in times 
of peace will industry take its full share in supporting the nation’s 
finances ; but the Capital Levy proposal is neither just nor wise. Those 
who support it take no account of the immense contribution already 
made by industry; nor of the strain upon capital to face the situation 
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created by the enhanced values now ruling for everything necessary 
to industry ; nor of the fact that at present values a fortune is in actuality 
only worth at most one-half of what it was worth before the war, and I 
regret to see that apparently level-headed labour leaders do not seem to 
realise the effect all this might have upon the employment of their 
members. It is time that, once for all, all the loose and illogical talk 
about a general levy on capital was silenced, so that those in control of 
industry may know precisely where they stand and may be able to get 
on with work which needs doing if our industrial supremacy is to be 
maintained. 

In some quarters the agitation for a tax on war profits was substituted 
for the suggestion of a general levy on capital. My personal view of 
this matter is that no one experienced in affairs can possibly regard it 
as practicable. I am perfectly certain that any attempt to carry out 
the suggestion would end in as great a fiasco as the land-valuation 
scheme instituted under the Budget of 1910. The only purpose both 
these proposals has served has been the very pernicious one of unsettling 
industry and preventing those engaged in it from embarking on enter- 
prises which would have re-established us on a peace-time basis very 
much more quickly than is proving possible under the prevailing 
conditions of uncertainty as to legislative action. 





Excess Profits Duty Thoroughly Unsound 

These things have been kept in the air, threatening industry, but 
not so far put into practice. In the way of actual fact we have had the 
increase under this year’s Budget of the Excess Profits Duty, against 
which there has been such a storm of protest. I have elsewhere expressed 
my views on this increase. I need only summarise them here. The 
increase is thoroughly unsound since it means intensifying the strain 
on the resources of industry just at the time when it is in greatest need 
of help in the way of extra capital. It means sapping the life blood of 
industry. The regaining of our pre-war export trade would be com- 
paratively easy under existing conditions were it not for the depressing 
effect upon enterprise of such heavy and uncertain taxation and it seems 
to be overlooked that our export trade is essential to our very existence, 
and that we are much more likely to be able to hquidate our war debt 
out of the profits of industry than by anything that may be raised by 
excessive taxation which would have the effect of strangling industry. 


Government Wastefulness Rampant . 

I do not lose sight of the fact that the National Exchequer must be 
replenished somehow. The stock argument of supporters of the Capital 
Levy, Taxation of War Profits, and higher Excess Profits Duty seems 
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to be “ The Government must have money from somewhere, and where 
else can they get it, if not through these means?” The answer to the 
question is quite simple. Firstly, those controlling the nation’s affairs 
should stop all waste; and, secondly, they should assist in developing 
industry.. When consulted early in the war by the Government of the 
day I advised that instead of multiplying State Departments we should 
use the organisations already existing in the framework of peace for our 
war time efforts, advice which was largely rejected. America, to whom, 
on being requested to send a special message when she was entering the 
war, I offered the same counsel, very largely carried out her plans upon 
that basis, much to her advantage. In this country Departments were 
created and allowed to swell, and since the Armistice waste has been 
steadily going on owing to the failure to cut off and close down depart- 
ments and staffs which have now no reason for existence. To stop all 
such waste should be the first business of the Government, and doing 
so would undoubtedly contribute greatly to our national finances. 
Then, as I have said, the State should foster the efforts of industry to 
develop existing resources and to explore and bring under its care our. 
undeveloped resources. In this way, we should encourage our national 
talent and, once given a clear field, our industries would soon achieve a 
condition of prosperity out of which the State would readily be paid 
its just proportion. 


The Relationship Between Capital and Labour 

Let me now turn to a very important aspect of the industrial situation 
in which other factors are involved. I mean-the relationship between 
capital and labour. An advocate all my active life of harmonious 
association between employers and employed, I have devoted much 
time to the consideration of the best means of averting industrial unrest, 
promoting profitable industry, and assuring the workpeople an adequate 
‘influence in the well-being of the concerns by which they earn their 
livelihood. Recently, when a crisis arose in the cotton industry owing 
to wages demands from all sections of the operatives, I put forward a 
proposal which won wide support and which, I am convinced, would 
settle a great many of the difficulties not only of the cotton industry 
but of other industries as well. The proposal was that all further 
advances of wages, over and above what was necessary to compensate 
the workpeople for the increase in the cost of living, should be given 
and accepted in the form of a monetary interest in the industries which 
find them employment.- I suggested two safeguards for ensuring that 
the workpeople should have the best guarantees in connection with such 
a monetary interest. One was that the amount of increases of wages 
should be decided by the scheme for the Regulation of Wages, already 
in existence in the spinning section of the cotton industry, and which 
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could easily be applied to the other sections and also to other industries. 
This scheme, which ascertains the exact profits over a period on the 
whole of the capital employed, and which has’ been described by the 
accountants of both employers and employees in the cotton spinning 
industry as the fairest yet devised, affords an absolutely just basis for 
the regulating of wages; and it could be easily arranged to keep any 
monetary interest held by the workpeople free from the speculative 
variations of the share list. In other words, such monetary interest 
would have the security of loan capital. Again, I suggested that inasmuch 
as money values have depreciated, the return to be paid upon the worker’s 
monetary interest should be, say, 10 per cent. at least. 





Advantages of Sir Charles Macara’s Scheme 

Although the recent wages crisis in the cotton trade was finally 
settled upon the old method of an increase in weekly wages, there were 
many among both employers and trade union leaders who preferred the 
proposal I had put forward. There was little time in which to get the 
machinery for such a great development into operation. Yet the time 
is surely coming when the proposal will be followed. The reasons for it 
are overwhelming. Such a scheme as the one I have outlined would 
bring great benefits to all industries, among them the following— 

(1) It would help to provide the extra capital which has been shown 
to be necessary to industry. 

(2) It would give the workers a position and power in industry they 
have never previously possessed. 

(3) It would help to increase the goodwill between employers and 
employed, giving all an interest in working for the prosperity of 
industry. 

(4) It would give us the means of breaking through the vicious circle 
of rising prices and wages. 

I need not stress too strongly the great advantages to the operatives 
if the proposal is carried out in our industries. Instead of advances 
of wages being expended almost as soon as received on purchases having 
only a temporary value, they would go to the building up of resources 
which could be available when misfortune or old age comes. The 
monetary interest would give the workers’ trades unions an additional 
strength. Some operatives object to profit-sharing and co-partnership 
schemes on the assumption that the freedom of action of their trades 
unions would be diminished by them. On the contrary, the workers’ 
monetary interest would necessarily carry with it a certain proportion 
of control, and the interest would constantly grow and with it would 
grow the amount of controlling power. And this share in the control 
of industry would very greatly enhance the position of trade unions 
and the responsibility and influence of the men’s leaders. 
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How the Employer would Benefit 


I have pointed out how it would also be of benefit to the employers 
to support the proposal. In a word, it would be a means of providing 
the extra capital so necessary to industry, especially where develop- 
ments and extensions are concerned ; and it would enable the employer 
to show that his concern was not so much for personal profit as for the 
welfare of the workpeople and true service to the community. All 
employers in an industry should adopt the plan ; it should not be adopted 
by some and not by others; for, unless there is unity in an industry in 
carrying out such proposals, the result is chaos, one concern having an 
advantage over another and an unhealthy competition being engendered. 


Break the Vicious Circle 


I have spoken of how the proposal would break through the vicious 
circle of present day economic conditions. Hence it would benefit the 
public at large as well as industry. I see no other way of getting free 
from the totally unsatisfactory conditions of to-day than the one I 
suggest. Increases of prices of commodities are followed by demands 
for higher wages; and when the advanced wages are given prices again 
mount up because of the addition to the cost of production. In the 
end the increase of wages is swallowed by the higher rate of living costs. 
Can anything be more futile than this, especially when we bear in mind 
the recurring crises which occur in industry on wages questions? The 
suggestion for giving any advances due beyond the amount necessary to 
compensate workers for the higher cost of living could be carried out 
without putting the cost of such advances on to the consumer’s back, 
and hence it could be made the starting point of a new era in industry 
in which employer, employed and the public outside would receive rich 
benefits. For it would mean to all, as I have shown here elsewhere, an 
increase in the standard of living, which is what the workers have all 
along sought by methods which have not brought them anything like 
adequate returns up to now. Why not agitate for this newer method 
which would mean importing the spirit of co-operation into our industries 
in larger measure than has yet been known? 


wo 
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The Accountancy Incidental to 
Company Amalgamations 


By AnTuus E. Outrrortu, F.0.A. 


Introductory 
EOPLE who are interested in the accountancy incidental to Company 
Amalgamation may be said to fall into two categories. 

Under the first category would be included the accountants whose 
duty it would become to make the necessary calculations and book- 
keeping entries ; while the second category would embrace the Directors 
and Shareholders of Companies, who would wish to obtain a clear idea 
of the effect of Amalgamations upon the interests which they safeguard 
and own respectively. 

This article has been written solely for those in the latter category. 
It does not pretend to guide a trained accountant, or even to outline 
his work—and for this reason care has been taken to avoid technical 
expressions such as “debit,” “credit,” ‘‘ Journal entries,” and the 
like, which, however informing to an accountant, are anathema to many 
other members of the financial community. It is an attempt to describe 
to business men, in terms free from technicalities, how the various forms 
of amalgamation affect the accounts of the companies concerned. 


Two Commonest Forms of Company Amalgamation 

The accountancy which is incidental to company amalgamations 
naturally varies according to the form of the amalgamation, and it is 
therefore necessary at the outset to give a short explanation of the 
forms of company amalgamation which are most usually adopted. The 
‘two methods of amalgamation which are by far the most common are— 

(1) An amalgamation whereunder the .businesses of two or more 
companies are placed under the ownership of one company ; and 

(2) An amalgamation whereunder the shares of one or more companies 
are placed under the ownership of one company. 

The first form of amalgamation is generally referred to as a “ Complete 
Amalgamation Scheme,” and the second class as a “ Holding Company 
Scheme.” 

The choice of the particular form of amalgamation depends upon the 
special circumstances of each case. It may be suggested that questions 
of this character do not fall strictly within the scope of this paper ; it has, 
however, been thought necessary to make a brief reference to them, 
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as an article is hardly complete which deals with effects but makes- no 
reference to causes. f 


Advantages of a “ Complete Amalgamation” Scheme 

Under a complete Amalgamation Scheme, either an existing company 
buys the businesses of another company or companies, or else a new 
company is formed to buy the businesses of two or more existing com- 
panies; in either event the purchasing company issues its shares in 
exchange for the businesses which it acquires, and the vendor company 
or companies then go into liquidation and distribute these shares among 
their own shareholders. As a result, when the Amalgamation Scheme 
is consummated, there remains only one company, one board of directors, 
one organisation, one staff, one registered office, one main set of books— 
and all these factors make for simplicity, convenience and economy. 

Under a Holding Company Scheme, either an existing company 
acquires the whole of, or a controlling interest in, the share capital of one 
or more other companies, or else a new company is formed to acquire 
the whole of, or a controlling interest in, the share capitals of two or 
more existing companies. Under the first alternative, the number of 
companies remains as before, while under the second alternative there is 
one additional company; under neither alternative does any company 
go into liquidation. The purchasing company, through its control over 
the shares of the other companies, is in a position to appoint or remove 
the directors of such companies; and by this means it exercises an 
effective control and directs the various businesses in such a manner 
as to obtain most of the benefits which a complete merger of the businesses, 
as such, would have reaped. 


Advantages of a ‘‘ Holding Company ” Scheme 

A Holding Company Scheme is usually adopted in cases where certain 
of the existing companies have debenture debts and preference share 
issues which carry what are to-day considered to be low rates of interest— 
say, for example, 4 per cent. and 5 per cent. respectively. It is not 
necessary for the holding company, in order to obtain control over the 
business of another company, to acquire the whole of the share capital 
of the latter company ; it is probable that the control lies in the hands 
of the ordinary shareholders, so that the ownership of the ordinary share 
capital gives control of the whole undertaking. The prior issues of the 
existing companies would thus be undisturbed, and the advantages which 
these companies enjoy as the result of the use of the debenture and 
preference share capital raised at low rates of interest or dividend are not 
lost. If, however, a scheme of complete amalgamation were decided 
upon, involving the liquidation of a company having debenture or 
preference share issues, such issues would probably have to be paid off 
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at par, either in cash or, by agreement with the holders, in a security 
worth par; and on the basis of present-day money rates the security 
given in exchange would certainly have to carry a higher rate of interest 
than 4 or 5 per cent. 

Other advantages of a Holding Company Scheme over a Scheme of 
Complete Amalgamation are— 

Firstly, the avoidance of the trouble and delay incidental to liquidation, 
and 

Secondly, the saving in expense, by reason of the fact that there would 
probably be less to be paid in the form of stamp duties on new share 
capital created and assets transferred in the case of a Holding Company 
Scheme than in the case of a complete Amalgamation, as the amounts 
on which the stamp duty would be calculated would be smaller in the 
former than in the latter case. 

- Brief reference having been made to the advantages and disadvantages 

of the two most common forms of amalgamation, it is now opportune 
to review the accountancy incidental to each. 


The Accountancy Considered under each of Four 
Hypothetical Sen of Circumstances 
1. As has already been mentioned, the circumstances in the case 
of a complete Amalgamation will be found to fall under one of two 
categories, namely— 
(a) Where an existing company acquires the business of another 
company, and 
(b) Where a new company is formed to acquire the business is 
of two existing companies. 
2. Similarly in the case of a Holding Company Scheme, it may either 
be found— 
(a) That an existing company acquires the whole of, or a control- 
ling interest in, the share capital of another company, or 
(b) That a new company is formed to acquire the whole of, or a 
controlling interest in, the share capitals of two existing companies. 
It will therefore be convenient to consider four examples, that is to 
say, one example under each of the above heads, and to see how the 
Balance Sheets of the interested companies are, under each set of 
circumstances, affected by the merger. f 


FIRST EXAMPLE 


Let it be assumed that Company X, carrying on a certain business, 
enters into negotiations to merge its interests with those of Company Y, 
which are of a similar character ; and let it be assumed that the balance 
sheets and the financial positions of the two companies are as set out 
on the next page. 
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COMPANY X. 
Share i Ss |, Reserves, and Asses. 
sabiltites 


5% Preference Shares, authorised £ Land, Huil , Plant, etc., at 
and issned— cost, less depreciation . . 480,000 
300,000 Shares of fl each . 300,000 Goodwill, at cost. s 3 
Shares— Stock-m-trade, Book Debts, and 
Authorised : 500,000 Shares of Cash e ‘ i i 
£l each . . £500,000 
Tasaed : 200,000 shares of £1 499 | (a) Dividends at tho rate of 15% 
Creditors 3 ` ` T “99/000 have been paid on the 


General Reserve Account and Ordinary Share Capıtal, 


after placing Hberal sums to 
Undistributed Profits. . 110,000 General R A t 


(b) The Land, Buildings, Plant, 

etc., stand in the books ata 

figure represen a con- 

' servative estimate of ther 
true value. 








Ordinary Capital, Authorised and £ Land, Buildings, Plant, etc., at 
Issued— cost, lees depreciation. : 
60,000 shares of £1 each. . 60,000 Goodwill at cost 3 14,000 
Creditors i . è . 10,000 Lass written off out of 
profits . a 2,000 





Stock-in-trade, Book Debts, and 


NOTES. 


(a) Dividends at the rate of 12% 
per annum have been paid 
on the Share Capital, ich 
have absorbed substantially 
te whole of the annual 

ts. 

(b) o Land, Buildings, Plant, 
etc, stand in the Balance 
Sheet at a figure which re- 
presents a conservative esti-_ 
mate of ther true value 


£70,000 £70,000 

















The first point which is apparent on looking at the two balance sheets 
is that the business of Company X is very much larger and more important 
than that of Company Y. From the point of view, therefore, of the saving 
in expense there would be a prima facie case for Company X absorbing 
Company Y instead of a newcompany being formed.to buy the businesses 
(or alternatively‘the share capitals) of each of the two companies. 

Company X can either acquire the business of Company Y as such, 
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or it can make an offer to the individual shareholders of Company Y 
whereunder the latter would be asked to sell their shares in exchange 
for additional share capital to be issued by Company X. It is to be 
noted that there is no debenture capital or preference capital in Company 
Y; and, having regard to the future convenience of working which has 
already been referred to in connection with a complete Amalgamation, 
it is suggested that the best course under these particular circumstances 
would be for Company X to acquire the business of Company Y, in which 
event it would allot to Company Y certain of its own shares which it 
would issue for the purpose. Company Y would then go into liquidation 
and would distribute these shares among its own shareholders. 


Example of a Complete Amalgamation whereunder an 
existing Company acquires the Business of Another 
Company 
The form of amalgamation having thus been decided upon, the next 

question to be considered is the price to be paid by Company X for the 

business of Company Y, bearing in mind that this price is not to be paid 
in cash, but in shares of Company X, which would be specially issued for 
the purpose. In effect, it is necessary for this purpose to value the share 
capital of Company Y and also the share capital of company X, which 

would be issued in consideration for the business of Company Y. 

The profits of Company Y are sufficient to pay a dividend of 10 per 
cent. on the share capital after placing a reasonable sum to general 
reserves ; and having regard to the fact that the company is a small one 
and that there would presumably be no market in the shares, it is sugges- 
ted that on the basis of the earning capacity of the business the shares 
should be worth about par. This view is confirmed by a review of the 
Company’s assets and liabilities, as the fixed and floating assets stand in 
the balance sheet at their fair values, and no very large figure is attributed 
in the books to the goodwill of the business. 

Company X must therefore be prepared to pay to Company Y, as 
consideration for acquiring the latter company’s business, its own shares 
to a total value of about £60,000. Company -X has 300,000 ordinary 
shares of {1 each still unissued, so that it is in a position to do this. 

As will be seen from the note on the balance sheet of Company X, 
the profits have been sufficient to enable dividends of 15 per cent. to be 
paid on the ordinary capital after placing liberal sums to General Reserve 
Account. It will also be observed that the general reserves of the 
company considerably exceed the figure at which the goodwill stands in 
the balance sheet—in other words, the share capital is more than covered 
by what may be called net “tangible’”’ assets. It is therefore apparent 
that the ordinary shares of Company X are worth more than their par 
value; in fact, if a comparison be made between these shares and the 

367 





Business -Organtsation -and : Management 





ordinary shares of Company Y, each ordinary share. of Company X 
should be worth half as much again as an ordinary share in Company Y. 
In other words, if an Ordinary Share of £1 in Company Y is assumed to be 
worth par, an ordinary share of £1 in Company X should be worth at 
least 30s. The directors of Company X would not therefore be willing 
to issue to Company Y 60,000 of their company’s ordinary shares as 
consideration for that company’s business which is assumed to be worth 
£60,000 ; and it seems clear that they should not offer more than 40,000 
shares, which, at a price of 30s. per share, would amount to £60,000. 

The shareholders in Company Y might, however, object to receiving, 
in exchange for their present shares, shares of a smaller nominal value, 
although the objection would be a sentimental rather than a logical one. 
‘To meet their point of view, however, the following procedure, would 
not improbably be adopted. 

Company X would first distribute to its ordinary shareholders, as a 
dividend or bonus, £100,000 out of its reserves, which reserves stand in 
the balance sheet at £110,000. This distribution would not, and indeed 
could not, be made in cash, but it would be made in ordinary shares 
ranking pars passu with the existing ordinary shares—that is to say, each 
ordinary shareholder in Company X would receive as a bonus one new 
share for every two shares which he already held. By this means the 
issued ordinary share capital of Company X would be raised to £300,000, 
and, theoretically, each share, both old and new, would be worth its par 
value, as 200,000 shares worth Ws. each, are of the same value as 300,000 
shares worth {1 each. 

















Share , Reserves, and | Assets. 
sabslities, i 
5% amen Shares, Author- £ Land, Buildings, Plant, £ 
ised and Issued— i etc. — 
300,000 shares of {1 cach . 300,000 As previously . £480,000 
Ordinary Shares— Acquired from 
Authorised : 500,000 mpany Y . 38,000 
shares of {1 each 500,000 518,000 
anomna Goodwill— 
Issued : 360,000 shares of £1 | As previously . 50,000 
each . i . «. 360,000 Acquired from 
Company Y . 12,000 
As previously . 20,000 | 62,000 
Taken over from _  Stock-in-trade, Book , 
Company ¥ . 10,000 Debts, and Cash— 
= 30,000 As previously ‘ 100,000 
General Reserve .  . =. 10,000 | Acquired from 
mpany Y . 20,000 
} 120,000 
£700,000 , £700,000 








Company X would still have unissued ordinary shares to the number 
of 200,000, and it would be in a position to issue 60,000 of these (which 
would, theoretically, be worth par) for the business of Company Y. 
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This would enable Company Y to distribute to its shareholders one 
ordinary share in Company X in respect of each ordinary share which 
they previously held. 

After these operations had been carried through, the balance sheet 
of Company X would appear as shown on the oppcaite page. 

It is to be observed that, as a result of the rearrangement of the 
balance sheet of Company X, the ordinary share capital of that company 
now appears at a figure more nearly representing its true value. In 
Reconstructions and Amalgamations generally a middle course has to 
be steered in regard to capitalisation. On the one hand the insertion in 
- the balance sheet of assets at inflated values—with the consequent 
“watering ” of the share capital—should be avoided ; the balance sheet 
is apt to give an exaggerated idea of the value and importance of the 
company’s business, and further it is impossible, if shares stand in the 
market at less than par, to issue additional shares ranking pars passu 
therewith—-as it is illegal to issue shares at a discount. On the other 
hand, there are, or may be, certain objections to the share capital appear- 
ing at too low a figure, either as a result of assets being consitlerably 
undervalued, or by reason of the existence of large disclosed reserves. 
Shares which stand at a very high premium on the market are not always 
easy or convenient to deal in; and, furthermore, workpeople are apt to 
assume that because a high rate of dividend is being paid on ordinary 
share capital, the investor is obtaining an unduly high yield on his money, 
whereas, as a matter of fact, there may be little connection between the 
capital actually employed in the business and the nominal amount of the 
issued ordinary share capital. -> : 


SECOND EXAMPLE. 


Let it be assumed that the balance sheets of two companies, E and F, 
which are contemplating merging their interests are as follows— 


COMPANY E. 
Share Capital, Raseross, and Assis. 
Ordinary EN £ Land Plant, etc, at i 
pente 75,000 cost, lesa tion. | . 30,000 
shares of £1 sach £75,000 Stock, Book De Cash, etc. . 27,000 
Issued : 60,000 shares of {1 ai Norzs z 
each e (a) The maintainable profits of 
Creditors S oye Ea the Company are about 
il og deere 
(b) . Buildings, Plant, 
, on a conservative basis 
of valuation are worth at 
least £70,000. 
£57,000 57,000 











Business + Organisation - and = Management 


~ 





COMPANY F 
Share I, Reserves, and i Assets 
sabiities. j £ 
Share Caprtal— £ Land, B , Plant, ete., at 
Authorised : 50,000 cost, leas depreciation. . 25,000 
shares of £1 each 50,000 Goodwill, at cost . 10,000 
acm Stock, Book Debts, Cash, ‘ote. . 10,000 
Iasued: 30,000 shares of £1 
each . ee 80,000 Norzs, 
Creditors 4 i è . 5,000 (a) a mamtainable profits of 
Reserves , 3 ' . 10,000 wo are about 
(b) n Land, Buildings, Plant, 
etc., on a conservative va- 
luation are worth about 
ther book figure, 
£45,000 £45,000 








It will be seen that there is no debenture or preference share capital 
in the case of either company, so that a most important circumstance in 
favour of a Holdmg Company Scheme is absent. Prima facte, therefore, 
the conditions point to a scheme of complete Amalgamation as being 
preferable. 

It is also noticeable that the earnings of each company are very high 
in ratio to the capital employed ; it is evident, therefore, that the shares 
of each company must be worth a very substantial premium. 

In the previous example which has been considered, one company 
was able to acquire the business of the other company instead of a new 
company being formed to acquire the businesses of both companies ; 
and this course was convenient, because the purchasing company was 
in a position to issue out of its reserves sufficient shares to its existing 
shareholders to bring down the value of each share, both old and new, 
to par or little more than par. As a result, it was able to issue to the 
vendor company sufficient farther shares to enable the latter company 
to distribute to its own shareholders one share in exchange. for every 
share in their own company, which latter shares were considered to be 
worth par. 

In the example above, however, neither of the Companies E nor F 
have sufficiently large free reserves to enable bonus shares to be issued 
to their shareholders to reduce the value of each share, both old and new, 
to par or thereabouts. If, therefore, for the sake of example, Company E 
were to absorb Company F, it would have to issue to Company F shares 
of a total nominal amount very much smaller than the value of Company 
F’s business, because such shares would be worth a considerable premium. 
As a result, the balance sheet of Company E woul ald continue to be framed 
on lines which would make it appear that the profits earned, in ratio to 
the value of the capital employed, were very high. 

(To be comiuued.) 
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The Reduction of Pie 


By 8. Howard Wriruny, A.LAAVA., LAA, 


Some Practical Suggestions 


eee the universal prices of commodities is a subject upon 
which much has been written, it is nevertheless true that very 
` few practical solutions have been forthcoming which would result in 
stabilising prices on a more natural basis without eventually and in- 
evitably doing more harm than good. The reason for this is a very 
old one. The rectification of any anomaly, political, economic or social, 
depends upon a clear and definite conception of the cause or causes of 
the irregularity. 

The ill-considered reticence and inaction of the Government in power 
at the beginning of the war was the chief cause of the present artificial 
inflation of values, which if not checked will result in the sinking of 
Great Britain to the position of a third-rate industrial nation. Instead 
of explaining to the people that waste and decreased supplies lead to 
enhanced prices, and instead of at once subduing the profiteer, and 
disbanding the many out-of-date State departments, the Government 
took what was superficially the line of least resistance. It may be 
urged that it is very easy to be wise “‘ after the event,” but the Govern- 
ment of that date had no idea of the magnitude of the task thrust upon 
it, and, faced with unrest brought about by a rise m prices, counselled 
the people to negotiate for higher wages, when greater energy and 
activity should have been devoted to the regulation of supplies and 
prices. The result is we have drifted into a vicious circle of wages, 
prices and profits. Every demand for more wages is the result of high 
prices ; every increase of wages means an increase of prices and profits, 
and each acts and re-acts on the other. 


A Policy that Threatens Our Very Existence 

The danger of this hand-to-mouth policy of ‘‘ passing it on” lies 
in the fact that our very existence depends upon export trade. Our 
costs of production are up, while export trade is subject to the keenest 
competition, and the only way we can increase or even keep our foreign 
trade is by a lowering of prices, thereby decreasing our costs of produc- 
tion and at the same time enable the workers to keep wages on such 
a level as to guarantee the same or a better general margin. The doctrine 
of increased output is perhaps getting monotonous to the average worker, 
but i is our only hope. The more the production, the less the cost 
proportionately. 

371 








Business - Organisation «and - Management 


Nevertheless, the Excess Profits returns demonstrate the fact that 
there is no need, in the strict economic sense, for many present prices. 
Indeed, one of the main reasons why prices have not been lowered by enact- 
meni is that the Government ts directly interested at this stage, in the main- 
tenance and even an increase in present prices. This may be somewhat 
startling, but it is true. The nation is faced with a debt of say 
£7,000,000,000. Ruling out any question of a capital levy or the 
placing of a surrender value upon wealth, this debt must be paid by the 
business community. The maintenance of existing prices means a sum 
of at least {400,000,000 into the coffers of the Exchequer in income 
tax and excess profits duty alone, and any increase in prices brought 
about by the taxation of industry would result in demands for higher 
wages, which would mean additional national revenue in extra income 
tax. So we see that the artificial inflation of values enables the 
Government to secure larger revenues with which to meet liabilities 


` caused by the war. 


The Menace of the Trusts 

‘Nevertheless, the problem of adjusting the present artificial inflation 
of prices is the most urgent and serious of all the many problems with 
which the country is confronted at the present time. To the working 
classes especially is it of the greatest importance, because it becomes 
increasingly evident that the only way to an increase in real wages is 
- by a lowering of the prices of goods, thereby increasing the purchasing 
power of the £. This problem of reducing prices is intimately associated 
with the recent extraordinary development of trusts and trade 
associations. 

The extent to which monopoly has replaced competition in the 
production, distribution and exchange of nearly every kind of article 
is, I think, little realised by the general public. Trade associations and 
combinations control supplies, output, and prices in the-iron and steel 
industries, the chemical industry, the electrical industries, in salt, soap, 
margarine, matches, textiles, glass, oils, whisky, building materials, 
copper, insurance, banking and many others. Moreover, there can be 
no doubt about the object of these associations, for it is freely admitted 
to be the prevention of price-cutiing and “ cut-throat” competition. 

To the small trader struggling with his business, who has not suffi- 
cient capital at his command for the purpose of improving his methods 
of production, these trusts and associations are particularly menacing. 
The sources of supply are being closed to the small trader by reason of 
the fact that these combmations are able to buy m bulk and conse- 
quently to sell at cheaper rates and are also able to force raw materials 
into their own particular channels of trade. This process must result, 
slowly but inevitably, in the extinction of small traders and firms as far 
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as effective competition is concerned and would mean the establishment 
of dangerous monopolies in our staple industries, and these trusts, by 
reason of their monopoly, would be able to extort whatever prices they 
could get, short of actually starving the’ community. 

The interests of consumers are therefore not identical with the 
interests of massed production. Therein lies the danger, and it should 
be remembered that the State has a duty to perform in this matter. 
The growing menace of the trusts can be overcome sooner and more 
effectively by wise Government control than by anti-trust legislation. 





Maximum Prices 

When real competition no longer prevails in a given industry or 
trade, the State should insist, through the Board of Trade, in the pro- 
duction of actual cost statistics, duly certified by independent auditors 
appointed by the Government, and on the basis of these costs a maximum 
selling price of the finished product should be so fixed as to protect the 
consumer and prevent exploitation at the public expense while at the 
same time giving capital a fair return on the money actually employed 
in the business. This procedure would do much to retard the progress 
of that vicious circle of wages and prices which is to-day fostering such 
dangerous economic discontent, and would materially increase the real 
wages of both the manual and the “ black-coated ” workers by reducing 
the cost of living and the present inflated prices of goods of all kinds. 

Although the Profiteermg Tribunals were formed for the express 
purpose of reducing selling prices of commodities to a more reasonable 
level consistent with a fair profit to retailers, there are signs already 
that the real profiteers are being protected. A number of members of 
various tribunals have recently resigned, as protests against the unfair- 
ness of certain decisions. There is undoubtedly a widespread feeling 
that the ordering of a refund of 2d. here and 5s. there is not satisfactory, 
and that many decisions fail to fulfil the designs of the Act. 


The Calculation of Profit 


In order to decide whether a given selling price is reasonable and 
justifiable or whether the retailer is, in fact, including an excessive 
profit, any calculation of profit should be based on the cost price of 
the article. The selling price of any article consists of (1) Cost of 
material, (2) Wages, (3) Direct Expenses, (4) Indirect Expenses, and 
(5) Profit. In many cases, however, the percentage of profit has been 
worked out on the basis of the selling price, so that in the many cases 
in which tribunals have decided the question of a fair profit on the 
basis of the price to the consumer, a percentage of each of the above 
five elements, including the amount of projit, was considered reasonable. 
The injustice of this is obvious. For purposes of comparison of periodical 
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Profit and Loss Accounts, the adoption of selling prices, f.e., the turn- 
over, as a basis is undoubtedly more convenient and useful than that 
of working from an actual cost basis, but when the object is not one of 
comparison but an endeavour to lower the general level of prices, local 
tribunals should be instructed to ascertain in every case the full cost 
price, and to decide what is a fair and reasonable margin of profit to be 
added. In colliery accounts, for instance, the cost of a ton of coal 
won is the basis usually taken. 

So long as retailers are permitted to charge as much as 50 per cent. 
profit, whether on cost or selling price, there can be little reduction in 
prices generally. A retail profit of 334 per cent. on cost is certainly 
a reasonable percentage, and this should be considered by Profiteering 
Tribunals as the maximum allowance, and any additional profits as 
evidence of profiteering. It is well known that retailers and shop- 
keepers generally have succeeded in evading their proper liability to 
Excess Profits Duty, so that a profit of 334 per cent. on cost would in 
no case be an injustice, while at the same time prices would be very 
substantially reduced. 


“Commerce and Industries ” 


THE many English exporters who have trading relations with India will find 
in Commerce and Industries, a monthly magazine published by 
G. Narasimbam, F R S.A., F.A.A., Madras, a fund of valuable information and 
comment on Indian commercial affairs. Great industrial progress has been made 
in India during recent years, and it would be folly on the part of any exporter who 
desires to consolidate and extend his relations in this very profitable market not 
to keep himself thoroughly well informed regarding the latest industrial develop- 
ments. Interesting notes and articles dealing with trade, finance, agriculture, etc , 
are a feature of this useful periodical, which can be obtained from the Editor, No. 5 
Mount Road, Post Box No. 353, Madras, for Rs. 10 per annum. 
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This authoritative article, which deals helpfully with the whole question of staff selection 
and afficienoy, should be carefully studied by every business executive. 





The Human Factors of Industrial 
Administration 


By R. O. HERFORD 


HE human factors are the most difficult of all the elements to deal 
with on the science of Industrial Administration, because of the 
infinite variety of the human mind and temperament ; and the most vital, 
because no material factors, such as buildings and machines, can be 
made use of for production, however wonderfully conceived they may be, 
without the direction and manipulation of the human brain and hand. 
In addition to this, manual workers in all industries are making serious 
demands and assertions, and are possessed by a firm determination to 
improve their general conditions of employment, to an extent that would 
have been impracticable twenty years ago. These assertions and 
criticisms are voiced by men of education and intellect ; they have to be 
met by reasons and arguments of equal soundness ; and the balance of 
power to dispense with argument has passed from the. employer to the 
workman, It is no longer feasible for the director or manager to make 
arbitrary decisions and enforce them; he must be prepared to justify 
every action he takes, if not to his individual employees, at any rate 
to his fellow employers and the general public. Hence he must act with 
caution and foresight, and must follow some plan or scheme of things if 
he is to preserve consistency, and be able to deal with his daily problems 
in such a way as to avoid inharmony among his staff. This leads to 
deliberate rather than quick decisions; and experiments in human 
relationship cannot be made in the haphazard way that was possible 
only a few years ago. 

In the midst of these difficulties we are faced with the problem of 
reconstruction. Not only were our methods and equipment entirely 
rearranged by the war, but our human industrial units were broken up 
and re-grouped: men we had been working with for years disappeared 
in a night—many of them never to return; and their places were more 
of less filled by strangers with whom we were unacquainted. These in 
turn have vanished ; and the original members of the staff have to pick 
up the threads again under conditions very different from those obtaining 
when they went away. 

We are urged to produce more; to bring ourselves up to date; to 
reorganise our business. American and German achievements are 
referred to, and we are begged to learn from them. Let us do so by all 
means, but not without a vision of the goal we are aiming at ; nothing 
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can be gained by blindly following methods that we do not understand ; 
particularly will trouble arise, if we act blindly in our human relation- 
ships: I propose to indicate considerations which, even if they do not 
compel agreement, can at any rate be clearly stated and may provide 
a stimulus for individual thought. . 


Örcanianin 

Organisation is not a matter of systems and routines. ` These are 
often confused with organisation, but are merely the tools it uses, and 
the maps it follows. The. work of ten men is ten times that of one man 
only when their efforts are so arranged that they are in the same direction, 
and do not oppose each other. If five pull in one direction and five back, 
less result is obtained than if one man only was pulling. Hence, organisa- 
tion is not a matter of numbers but of co-operative action on the part of 
a number of individuals; and the first essential of co-operative action 
is a common object or purpose. The common purpose must form a part 
of the purpose of each individual ; it will be combined with other purposes 
according to individual characters and conditions. The common purpose 
should be expressed by the active head of the business ; all his actions 
should be in that direction; he must have a clear idea of what it really 
is, and must see that all persons below him have grasped it and are 
working towards it. If you are attracted by a certain line of business, 
and wish to earn your living in that lme, then do so. If you want to 
make as much money as you can in the shortest time, be candid about 
it and clear out when your object is achieved. We have probably 
several purposes before us, major and minor, ideal and essential; we 
must be clear as to their classification, and not allow minor purposes to 
impede major ones. 

If co-operation is to be successful, then the duties of each individual 
must be clearly conceived and recognised; otherwise overlapping and 
confusion will occur—conditions which foster jealousy and narrow- 
mindedness. Each member of the team must know his appointed place ; 
from whom to expect his work, and where to send it. Unless he knows 
how far to go, sometimes he will not go far enough, t.¢., leave work undone, 
and sometimes will go too far, t.¢., do someone else’s job. He should 
also be acquainted with the course of things for some distance before his 
duties begin and after they end, so that he can act with intelligence and 
confidence when emergencies arise. Only when each man’s duties are 
clearly defined and understood can he concentrate his attention and work 
with speed and confidence. We must therefore carefully divide the 
work to be done among the staff available, ‘and see that each member 
knows his own scope and duties and is acquainted with those of the 
other members 

Accurate subdivision of this kind has probably been further developed | 
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among the manual workers than among the controlling elements of the 
staff at the present day, though it is of equal importance at each stage. 
We find that the actual work of production is handled by the following 
groups of workers— 


Operators, to manipulate the machines. 

Charge hands, to give technical assistance. . 
Inspectors, to view the work. 

Labourers, to move and lift. 

Foremen, to supervise and overcome difficulties. 


But among the controlling workers the subdivision is much less 
exact, largely owing to the fact that there is no visible product of their 
work, and to the somewhat hazy notions of what is expected of them, 
both as regards the field they cover and their responsibilities. It is a 
good plan to draw up and display an organisation chart showing the 
various offices and the names of the persons who hold them. It is sur- 
prising how many questions will arise and will have to be answered before 
this can be done; these questions represent doubts and uncertainties 
that actually exist, even when they have never been expressed; but the 
sooner they are dissolved the better for your organisation. 


The Delegation of Authority 

The subdivision of duties involves the delegation of authority and 
responsibility ; this must be clearly recognised. If you unload some . 
of your own work on to an assistant, you must let him carry it as much 
as possible in his own way, which is probably different from your own, 
and possibly quite as good. If his work is unsatisfactory, don’t get 
into the habit of reversing his decisions, but find someone whom you 
can support in that post. It may take weeks and months of training 
and mutual experience ; but in the end you are no better off unless he 
can make decisions for you. If your assistants are glorified secretaries, 
all decisions have to be postponed if you are away from business; on 
your return, arrears of work are waiting for you and time has been lost. 
Where your assistants have each got a staff of their own, their work 
should be similarly divided; some responsibility must be given to 
each man, 

Tf you find yourself overworked, and decide to have an assistant, 
don’t ask him to handle the whole of your job; if he has to cover as 
wide afield as you do, he will be equally overworked and short of time, 
unless his capacity is greater than yours. Give him a part of your 
work ; he will then have time to concentrate and develop details which 
at present have to be ignored or rushed. 

You can pass on to him all questions that come within his sphere 
and can: concentrate your own energies on the rest of the job If you 
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frequently reverse his decisions or keep the decisions in your own hands, 
people will not consult him, and your time will be as full as ever it was. 

It may be stated as a fundamental principal of organisation that 
where duties are delegated the sphere of each delegate should be less 
than that of the superior. Jf a man has two assistants, he should divide 
three-quarters of the work to be done between them ; he will then have 
time to do the remaining quarter himself, and supervise and control his 
assistants. This gives him an opportunity of training his assistants, 
who are able to attend to details for which he has not time ; and will give 
each of them a thorough grasp of one portion of the duties so that they 
are fitted for promotion when the opportunity occurs. 

Arrangements should be made that when any person in a controlling 
position is absent through sickness or other causes, a substitute should 
be immediately obtainable. This is usually managed by giving temporary 
authority to one of the absent person’s assistants. This is an excellent 
plan, as it gives him an opportunity of showing his capacity in a larger 
sphere, and of learning the kind of problem he would be faced with if 
he held the higher position. Another plan that has much to recommend 
it is for the absentee’s superior to step down and carry on for a bit. 
This will refresh his experience of the more detailed work, and will bring 
him in contact with a different staff. Whichever way may prove 
the more convenient, it is important that the absence of one individual 
should not disarrange the work of a number. é 

To summarise these points, in a well-organised staff the duties are 
divided among its members; the division must be recognised and 
understood, and responsibility given. The duties of each man must lie 
within a narrower field than that of his superior, and every key position 
must be safeguarded by a possible substitute. 


Classification and Selection 
In attempting to subdivide work the question arises: How are we 
to determine the various posts that have to be filled, and how shall we - 
find the men to fill them? I suggest that all work, other than manual, 
may be classified under four headings— 
1. Executive. 3. Recording. 
2. Technical. 4. Commercial. 
These are particularly convenient because human characteristics may be 
grouped in the same way; and therefore men can be found particularly 
suitable for each post. ’ 
Executive work consists in getting things done ; in taking action, and 
making decisions. Difficulties have to be recognised as they occur, and 
not merely regarded as the working of Providence. It involves the 
control of other people and the arrangement of their work so that they 
all pull together, are not overloaded, and are satisfied. Many different 
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kinds of job have to be kept in sight at once and in their true perspective. 
Particularly must executive work embody the main purpose of the 
business, if delay and confusion are to be avoided. In a shoe factory, 
every executive must be possessed of the idea that shoes are the main 
thing, and must take advantage of anything that will help in the pro- 
duct on of shoes. He will be indifferent as to who designs them, and 
who invents the machines for making them, so long as they do not impede 
him in the production of shoes. In short, an executive is a man who 
issues instructions, and sees that instructions are carried out. 


Necessary Qualifications of an Executive Head 

What are the characteristics of a man who can undertake executive 
duties ? First, he must have character and personal force, so that he 
can speak with authority, and not as a clerk ; he must gam the confidence 
of those under him and those above him, as a man who knows where he 
is going, and who intends to get there. He will have energy, patience, 
tenacity ; will know his own mind and not be the victim of irresolution. 
Imagination and intuition will enable him to modify surrounding con- 
ditions and circumstances to suit the end in view; foresight will find 
him prepared for troubles as they arise. He does not require deep 
technical knowledge, nor does he need great powers of concentration ; 
rather must he be alert and ready to turn from one problem to another, 
with untroubled mind; and judge each question on its merits, 
unprejudiced by previous worries. 

Technical work is very different ; knowledge and practical experience 
are the important qualifications; the technical man answers the ques- 
tions and solves the problems indicated by the executive. He must be 
able to concentrate and to become absorbed in a particular subject, and 
must be so placed that his attention is not distracted by external day 
to day worries. The technical man requires liberty and tolerance; he 
must follow his own train of thought and should not be restricted in his 
experiments. Some find it congenial to work on two or three problems at 
once—others to complete one idea, have a rest, and proceed to another. 
Admirable technical work can be performed by men who are quite 
incapable of executive work ; their inventive ability is akin to that of 
the artist, and they must be treated with due consideration, Their work 
must frequently be organised for them, so that valuable ideas may take 
a practical shape, even at a date much later than the original conception. 
Nothing is so disheartening to the technical man as the time that must 
elapse before his ideas are embodied in regular practice; but he should 
not be allowed to disturb production by untimely experiments. 

Records are necessary in every branch of the business, if we are to 
preserve the result of experience. Executive men have no time to keep 
records, and little taste for it; their mind is on the future; technical 
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men desire records but are also absorbed in their own work and ideas. 
For record work a man should be found who delights in accuracy for 
its own sake, and who has imagination to realise the kind of information 
that will be required, even though he has neither the ability nor oppor- 
tunity of using it himself. He‘has to select the information to be recorded, 
and to reject the irrelevant ; he should make a study of clerical systems, 
so that information may be circulated with a minimum of time and 
labour. Recording work is often undervalued and regarded as a minor 
task; it is really important, and demands ability, imagination, and 
persistence. 

Commercial work is that covering our relations with other firms, 
that is, buying and selling. In selling, we require personality, character, 
and enthusiasm. The selling man must be able to get into friendly touch 
with a large number of comparative strangers. He must uphold the 
traditions of his firm in the outside world, and must take pains to 
discover his customers’ real requirements. He should also appreciate 
manufacturing difficulties so that he can convince his customers that 
their interests are receiving attention. 

The buyer requires a wide knowledge of goods and prices, and a keen 
appreciation of value. He controls the second largest item, in some 
cases the largest item, of the firm’s expense. He must possess character, 
energy, and knowledge ; and also be able to meet the outside world on 
terms of equality. 

I have already mentioned that manual work is considerably specialised 
and subdivided; it will be found that the same classification may be 
applied to it as to control, thus the foremen should be executives and 
the charge hands technical men ; where possible the charge hands should 
be trained in executive work so that they are ready for promotion. 
A somewhat different class may also be recognised, and that is the crafts- 
man. He delights in a good job for its own sake; he desires a variety 
of work to enlarge his experience and exercise his skill, and is best 
pleased when confronted with a-difficult and accurate class of work. 
Great attention should be paid to the training of craftsmen, and foremen 
should be drawn from them wherever capacity is shown. By this means 
you secure a high standard of workmanship and productive efficiency 
among the operators; the scrap factor is reduced and the methods 
and tools laid down by the technical staff receive adequate trial and 
proper use. Developments in mechanical processes are largely dependent 
on the skill of the craftsman; but it should also be recognised that 
productive efficiency does not appeal to him, as it does to the operator. 
Operators are ready to follow instructions and are not fastidious as to 
the particular job, so long as it is remunerative. They can be readily 
trained on specialised or restricted jobs of a repetition character; their 
idea of a good job is something that will pass the inspector ; output is 
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their principal object. This is a desirable quality in itself; but do not 
expect an operator to do a craftsman’s job, until you have split up and 
standardised the work required. 


Co-ordination 

If we accept this analysis of work and men, we have still to choose 
our men, to weld them into a unit, and to stimulate their enthusiasm. 

The selection should be guided, if not controlled, by an Employment 
Manager. He must possess judgment, sympathy, and firmness, and 
must be himself of the highest personal character, if the staf are expected 
to trust him. He has to attract the desired kind of help to the business 
at the time it is needed ; he must be acquainted with the feeling in all 
ranks, so that grievances are appreciated and dealt with as quickly and 
quietly as possible, and not allowed to grow and rankle. He must 
prevent the young people from entering blind alleys, and must find 
comfortable and suitable jobs for the older ones.. He should have an 
idea of the latent abilities of the staff so that when opportunities arise, 
these may be developed, rather than new men imtroduced. He will 
supervise the training of apprentices, and the general amenities, deal 
with accidents and the factory inspector ; handle benevolent funds and 
msurance. He is, in short, a specialist in the human problem, and this 
is with us whatever our business may be. 

I have already defined organisation as being the co-operation of 
individuals with a common object ; we have still to see how the different 
types of work and men are to be associated so that this may be achieved. 
Generally speaking, any group of workers should be controlled by an 
executive. In some cases a technical head with an executive assistant 
will be found convenient, but usually the opposite is preferable, because 
one executive can guide the work of several technical assistants. Futher- 
more, the line of authority is found to be shortest where the executive 
duties are concentrated. The workman reports to the foreman; the 
foreman to the superintendent; he to the manager, and the manager 
to the directors. It may be found desirable to employ a large staff of 
functional assistants to deal with planning, tool design, inspection, etc., 
but these men should not interfere with the line of authority, which must 
be the only channel of reward and reprimand. The responsibility for 
making use of the information supplied by the technical functions lies 
with the executives and not with the function; on the other hand, the 
technical functions must be supported and made use of, otherwise they 
are a waste of money; they will feel disappointed and will lose interest 
in their work. The organisation suggested for a factory therefore consists 
of a manager who has a staff of technical assistants. The result of their 
work in the form of plans, drawings, tools, etc., is communicated by 
them to the foreman direct. The manager, however, must delegate his 
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authority to a few superintendents who will see that the plans are 
followed, and the tools made use of by the foremen ; they will also check 
overlapping and extravagance; and will note and: report problems as 
they arise, and will develop temporary expedients. Regular conferences’ 
between the manager, technical assistants, and superintendents should 
be held, where progress is reported, and proposals examined before 
decisions are arrived at. Such conferences are of great value; they 
must, however, be under the guidance of a chairman, who has power 
to make decisions and see that these are carried out ; otherwise they are 
a waste of time. The superintendents also transmit to the foreman and 
the workman the general policy adopted from time to time, and generally 
keep affairs of all kinds in harmony. This kind of work has become 
particularly necessary in recent years owing to the advent of an entirely 
new factor in industry, namely, the Shop Steward Movement. Space 
will not permit me to enlarge on the various aspects of this factor; but 
something must be said because it cannot be ignored and because it 
vitally affects the position of the foreman. Regular meetings should be 
held by the manager with the shop stewards, who should be asked to 
state beforehand items they wish to discuss. It will be found that, 
when the stewards have regular access to the manager, they will them- 
selves investigate grievances pretty thoroughly before bringing them 
up, and in that way will deal with a lot of minor worries. The manage- 
ment must support the foremen in the actions they take; and the fore- 
men must realise that they will be supported, and therefore must not act 
in any way tbat will put the management into an impossible position. 
Hence the need for close personal touch and mutual understanding 
between all sections of the management. 


Stimulation 

Having perfected the plans for our organisation, and filled every 
post with a competent and suitable man, we have still to set things in 
motion, and keep them moving. No machine has yet been invented - 
that will run of its own accord; invisible energy must be supplied by 
some means merely to keep it moving, and a considerable amount is 
necessary to start or accelerate it. This is equally true of an organisation, 
but with this difference ; that whereas a machine is so constructed that 
it functions correctly when energy is supplied at one or two points, yet 
we find that each member of an organisation must be energised if the 
desired cumulative result is to be obtained. If one or two members hold 
back or work sluggishly, the efforts of the others are to that extent 
discounted; and the stimulus required will vary in kind and degree 
according to the character of each individual The main purpose of 
the business is only a part of the general purpose of each member ; and 
unless his general purpose is being attained the individual will be 
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dissatisfied. It is a mistake to suppose that the matter begins and ends 
with remuneration ; in many cases other factors are of equal or greater 
importance. An energetic and ambitious man desires scope; he will 
not do routine work for any length of time, whatever he is paid. A 
diffident and retiring man will shrink from responsibility ; a young man 
desires prospects, and an older man a safe post. The craftsman will 
not undertake repetition work, nor will the productive worker waste his 
time polishing gauges to fractions of one-thousandths of an inch. Each 
of these men must be able to maintain his own standard of living, but if 
he is to put forth his maximum effort, his work must be congenial, and 
he must feel that it is of value in the general scheme. 


Methods of Remuneration 

In the first place, therefore, each man’s remuneration must be 
adequate, and as liberal as the business will allow; if he feels that he is 
not getting his share of the proceeds, he will grudge his best effort. 
Secondly, his efforts may be rewarded by some system of payment by 
results, so that the harder he works the more he is paid. This idea 
found great favour during the war, apd is regarded by many people as 
the ultimate panacea for all our industrial troubles, personally, I do 
not believe that the results expected will be achieved, because for every 
man satisfied you will find another dissatisfied. If your workers are 
convinced that they are getting a reasonable share of the proceeds, they 
will not worry very much how their wages are made up; if they are 
not convinced, then every complication is a source of suspicion. Another 
variety of this plan is to pay a high day wage for the performance of a 
certain task, which is set so high that it calls for maximum effort ; those 
workers being discarded who cannot achieve it. This is probably 
preferable to payment by results, but it implies a high degree of standard- 
isation. Personally, I believe that day wages are preferable where both 
work and conditions are standard; and payment by results where 
conditions are standard but the work varies within relatively short 
periods. Where the work is standard and continuous, small variations 
in the conditions will cause larger variations in the output ; these have 
to be allowed for, if a man’s earnings are low; or else give him an 
advantage over his fellows out of proportion to his efforts. 

What is known as Welfare Work is also regarded as valuable. It is 
so in so far as it represents a genuine desire for decent and humane 
conditions; but J feel that an eminent American manufacturer whom 
I met was too sanguine in thinking that the beautiful lavatories and 
cloakrooms in his factory would prove a bulwark against Bolshevism 
and discontent. Spiritual and moral troubles must be met by remedies 
of the same character ; material conditions can do no more than prepare 
the way. It is indeed good to note that in many industries the general 
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welfare of the employees while in the factory is regarded as a duty and 
a necessary charge on each firm. Th’s feeling extends not only to their 
general physical well-being but to their education ; it is to be hoped that 
carefully prepared and systematic schemes of apprenticeship will be 
revived before long. 

One valuable form of stimulus is the recognition of merit followed by 
promotion Your whole staff is dismayed and disappointed when an 
outsider is engaged for a good post, which they feel could have been 
adequately filed by some member of the existing organisation. The 
ambitious men soon begin to look outside for their advancement, and the 
grumblers have something to grumble about. If at all possible, new 
blood should be introduced at the bottom, not at the top, and every 
man should feel that some opportunity is open to him, and that the 
efforts he is making are being noted. Above all, trust your staff; ifa 
man is untrustworthy, get rid of him—it is quite likely that in other 
surroundings he will prove satisfactory. An honest man is hurt and 
alarmed if not trusted ; even a dishonest man hesitates as a rule before 
breaking faith. 

But the final and real stimulus iş the hardest to achieve ; it produces 
the most valuable and permanent results, and is the basis of all other 
stimulants. I refer to personal contact and example. A leader only 
leads by virtue of his power to influence others. If he is lazy, his men 
will not be energetic; if slovenly, they will not be tidy; if he wastes 
time on non-essentials, even though he appears to be full of work, his 
men will not efficiently regulate their own activities. If the leader does 
not know his men, they will not know Him and will look on him as a 
stranger. Spasms of generosity are no substitute for justice, and favour- 
itism destroys all faith in your leader’s fairness. The basis of example 
is self-discipline ; the slightest actions of a foreman or manager are 
noted and commented on, very frequently quite unconsciously, by the 
men who surround him. They observe him from different points of 
view, and he has not time nor should he be required to give reasons for 
every action. Nevertheless, his mem will attach more importance to his 
actions than his words ; rapid decisions are required, and self-discipline 
must be continuous if he is to act freely and naturally, and yet not fail 
under the gaze of those around him. Where the leader himself obeys 
the instructions he gives to others, and conforms to the principles he 
has enjomed on them, he may confidently demand the same effort from 
his subordinates that he puts forth. 

If we are to place our industries on a sound permanent basis, we must 
convince all taking part in the industry that they are not being exploited ; 
that ability is recognised and offered an ever-widening field; and that 
the work of every man is necessary and to be respected, however humble 
his duties may be. 
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Constructive Accounting 


By 0. H. D. Rosson, Chartered Accountant 


H. 


[Genius ceases to be genius when it ceases to be free, and therefore it is not 
to do more than make a few suggestions which may assist logical thinking and ind 
the general lines along which any system must be evolved. } 


The Acquisition of Qualifications 
Te qualifications required by the accountant who would undertake 
serious constructive work have already been stated, and simple as 
they may seem they can only be acquired by careful study and 
experience, of which the full benefit is taken. The principles of 
accounting are not in themselves difficult and have been clearly enun- 
ciated, as at present known and accepted, by many writers. The 
spirit of these principles, and not the words of any exponent, must be 
absorbed, so that they may form the filing cabinet for the mass of 
practical detail which will come from extended study and experience. 
This detail will vary to a certain extent with each individual, and the 
quantity available is always increasing as the minds of men meet and 
solve fresh problems. Each detail must be properly filed and cross 
referenced if it is to be available again when needed, and this is where 
the good memory does part of its work. It should be the efficient 
filing clerk which can produce again the information which has once 
been filed, but such efficiency only comes from training and discipline, 
and the will must be the master to decide on the filing system and see 
that it is carried out. k 
The key to the whole question, or perhaps better, the reaction which 
converts the physical mixture into the chemical compound, lies in 
knowledge of human nature. The proper study of mankind is man 
including self. The mind of man can control the forces of nature and 
make them serve him, but the force behind organisation ‘is the human 
mind itself with all its possibilities and limitations. Just as man 
receives power from knowledge of Nature’s laws, so the success of 
organisation depends on the knowledge and proper use of the human 
factors. ` 
In the teachings of economics we have what might be called the 
“static” view of human nature, but, in addition, it is necessary to 
recognise, study and use, the dynamic forces which are spoken of as 
ity, character, etc. This study, as old as mankind but ever 
new, is very fascinating, and if seriously studied and its lessons applied 
will show the accountant how he can do his best work, how he can build 
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the character which will give the necessary patience, courage and perse- 
verance ; and at the same time, it will enable him to use the powers 
of the human mind and so insure the vitality which is necessary to 
successful organisation. 


The Office System a Logical Whole 

The essential elements in a system have already been indicated : 
simplicity, completeness, suitability, and economy. To give due weight 
to each of these and produce a well-balanced whole is not as easy as it 
looks, though it should hold no insuperable difficulty for the fully . 
qualified accountant. To be able to justify a system the accountant 
must be prepared to give a good reason not only for the processes and 
machinery used but for omitting others, and this is only possible if the 
scheme is a logical whole. For this reason no change, however 
apparently desirable in itself, should be made without considering care- 
fully the effect on every part of the system. On the other hand, a 
new idea should never be ignored, especially when it arises from a 
practical experience of the working of the system. There is always 
room for improvement, and it does not pay to neglect the little things ; 
they have a habit of growing, and uncontrolled, the growth may be a 


danger. 


Main Divisions of Office System. 

As a rough guide to the student'and practitioner, and as a logical 
exercise, tt may be useful to analyse the constituents which exist in 
every office organisation and whose proper relation to one another is 
so important to smooth running. 

The main divisions may be called — 

(1) Primary records. 

(2) Financial records. 

(3) Statistical records. l 

Primary records are those which are created in the course of business 
and include correspondence, contracts, advices of purchases and sales, 
information regarding the handling of merchandise and cash, and the 
employment and distribution. of labour power and other assets. 

The financial records collect the information contained in the primary 
records in suitable form, so that the result of past transactions of a 
financial nature can be ascertained, and also the position of the business 
at any time. 

The statistical records are compiled from the primary and financial 
records, and give either summaries or details of transactions for the 
information and guidance of the management. These include financial 
statements, comparative statements, graphs and charts, reports, 
production and cost accounts and special data. 
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These divisions are by no means watertight compartments and to 
give satisfactory results must dovetail very closely. With modern 
methods the primary records may often form part of the financial or 
statistical records, and the financial records should themselves provide 
useful statistical records and form the basis of others. 

The accountant may often, especially in a going concern, be expected 
to confine his attention to the financial records, the primary records 
being already produced under conditions more or less stereotyped by 
the particular trade or profession, and the management having their 
own ideas as to the statistical records they require. This may be a 
great help by limiting the field of operations, but the accountant should 
be very certain that the intention is to set these limitations, for it is 
in connection with the primary and statistical records that his greatest 
possibility for usefulness lies. In any case, he must always keep these 
records in mind when evolving his scheme and refuse to take too limited 
a view of his duties. 


Primary Records. 

It is perhaps not generally realised how much more flexible office 
organisation has become in recent years by the introduction of new 
methods. The typewriter, carbon paper, duplicators, copying machines, 
filing systems, adding and calculating machines, and the use of cards 
and loose leaf devices, to name only a few of the more common additions 
to office machinery now in almost general use, allow of a system being 
elaborated to meet practically any conditions, and also at the same 
time permit simplification and saving of time and labour. 

When it is realised that with organisation the primary records can 
often replace or greatly reduce the financial and statistical records, and 
also that these primary records can be to a great extent produced quickly 
and accurately by mechanical means, the necessity for concentrating 
a great deal of attention on these records will be apparent. 

Original records are always the most satisfactory and in case of 
dispute have to be referred to. It is greatly wasted time to copy 
lengthy detail and narrative into the financial records, but this requires 
that very careful consideration be given to the filing system which is 
the vital and often the weakest part of a modern office system. 

The filing system adopted affects the method of handling corre- 
spondence, the use of carbon or press copies, and should supplement 
the financial records and form the depository for useful statistical 
information, ‘ 

The proper recording of orders and contracts, the handling of 
shipping and other documents relating to merchandise, the preparation 
and checking of invoices and statements, and the method of dealing 
with cash and bills of exchange, all- call for special attention. 
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Time-keeping and the distribution of labour, power, and the use of 
assets, including store and stock accounts showing merchandise received, 
used in process, and delivered, are among the purposes for which 
primary records are required. The importance of these records cannot 
be exaggerated, because without them the financial and statistical records 
cannot be built up. Their form will, of course, be influenced by business 
requirements, but their use as the basis of the accounting system should 
never be overlooked. : 


Financial Records 

Accepting double entry book-keeping as the basis of any financial 
records, the ledger or ledgers, one or many, forms the centre or focus 
for all the other books, and also the foundation for most of the statistical 
records. 

The introduction of loose-leaf and card kigis has greatly simplified 
the classification of accounts, the sub-division of the ledger- practically 
eliminates indexing, and allows the free use of auxiliary or self-balancing 
ledgers. 

It is, however, in the subsidiary books or books of first entry that 
modern methods provide the greatest scope as far as the financial records 
are concerned. As already indicated, these may sometimes cease to 
be books, their places being taken by the primary records, such as copies 
of invoices or statements, wages sheets, and adding machine lists. It 
is in manipulating these records so as to get the necessary information 
into the ledger in the best form with the least trouble, and in providing 
the necessary cross checks and references, that the accountant’s grip 
of principles and knowledge of expedients will be put to the test. 


Statistical Records 

In times past an accounting system which provided accurate financial 
records, which enabled accounts to be collected and debts paid promptly, 
and from which financial statements of “ profit and loss ” and “ assets 
and liabilities’ could be prepared, was considered highly satisfactory. 
Such a system, however satisfactory it might be to the head of the office, 
would certainly not satisfy the management of a present-day business. 
Scientific management has learnt to look to the statistical records of 
the accounts’ department for information regarding past transactions 
which will serve as guides and warning for the future. Estimates for 
future work, the selling price of the product, the payment of labour, 
the settlement of industrial disputes, and assessment for taxation may 
depend on these records, and so we find the statistical records taking a 
much more important place m the office system. The want of these 
records is badly felt in many businesses to-day, and it is by his ability 
to supply them that the ability of the accountant will be judged. 
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There has been a tendency in the past to regard what are here called 
statistical records with awe. Even the compilation of a simple profit 
and loss account or balance sheet is considered beyond the capacity 
of the ordinary book-keeper, and it is to be feared that many accountants 
have neglected what is here considered as the higher branches of their 
profession for the same reason. 

When it is realised that the fmancial records can be made to provide 
all the statistical records necéssary in some cases, and that in any case 
the statistical records should contain the same information as the 
financial records, only summarised or extended as required, the mystery 
should be cleared away, and the accountant be willing and anxious to 
let his mind develop until it can cover the whole field of office and 
accounting organisation, including pay and statistical records, as 
well as the purely financial. 

Statistical records have often feed associated with the vision of 
cumbersome books and masses of figures. The use of primary and 
fmancial records as the basis eliminates a great deal of duplication of 
work and makes the keeping of, say, cost accounts a comparatively 
simple matter. 

The actual statistical records kept will depend on the business. 
There is often a temptation to overdo this work, and it is necessary to 
avoid setting up an elaborate system to give information which will 
not be of any practical use, or which can if required in a specific case 
be obtained in a few minutes from the financial records. 


Method and Procedure 

Having considered (a) the need for constructive aeie (b) 
the qualifications required; (c) the system which should result; (d) 
the acquisition of qualifications; (e) and the main division of office 
organisation, the actual method employed must be left to the individual 
practitioner. Previous knowledge of the business or experience of a 
similar one-may provide a practically complete system ready made, 
but care must be taken to approach each problem with a mind freed 
from preconceptions, otherwise the differences which distinguish the 
particular business in hand will be missed and the system lack the 
individuality it should have. 

Whether the divisions are conscious and distinct or not, the work will 
consist of : (1) absorption ; (2) drafting; (3) testing; (4) constructing ; 
(5) supervision. 

It is necessary first to study the conditions and requirements of the 
business to acquire local colour, and the time required for this will vary 
with the nature and size of the busmess, the condition of existing records, 
the state of development of the business, and depend on the intelligence 
of the management and office staff and their willingness to impart 
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information. Tact and quick wit will be required by the accountant 
at this stage, and the impression he makes will be of importance in the 
later stages. 

Having acquired sufficient information to give a bird’s-eye view of 
the business, a draft system may now be prepared. The draft should 
be logically complete but need not go into technical detail. The draft 
should then be tested by conference with the practical men and office 
staff, and careful note made of criticisms and suggestions. Criticism 
should not be treated lightly but either reasoned away or given effect to. 

If the first stages have been carefully covered, the weaknesses in the 
original draft should have been discovered and the details of the system 
become’ distinct in the mind, so that a full report can now be prepared, 
the amount of detail required depending on the competence of the 
office staff. It is very important that the head of the office staff should 
be in sympathy with the system and able to carry it out, otherwise 
failure is probable, and the blame is likely to fall on the originator of 
the system. 

When the system has been finally approved its installation should 
be carefully supervised, while it is desirable that a periodical inspection 
should be made for some time. It should be clearly laid down that no 
alteration should be made in the system without consulting the 
accountant, for changes apparently good may prove useless or even 
harmful if not related to the scheme as a whole ; but, on the other hand, 
reasonable suggestions should never be dismissed without careful 
consideration and a reasoned reply. 


Conclusion: The Human Standpoint 

Lf the statement made at the beginning that constructive accounting 
required inventive genius seemed extravagant, a study of the above 
in the light of actual experience will surely satisfy anyone that the 
accountant who would undertake such work must possess that “ infinite 
capacity for taking pains ” which is said to be the mark of genius. 

In this work, as in all professional accounting, it is well that both 
the accountant and his client should recognise the existence and 
obligation of the professional status. The professional man not only 
professes to have specialised knowledge, but he holds that knowledge 
at the disposal of the community and is bound by the highest ethical 
standards to perform his duties to the best of his knowledge and ability. 
The fullest confidence must exist between the accountant and his client 
if the accountant is to receive the necessary freedom of action and the 
client services which will more than repay him for any fees he may pay. 

The constructive accountant should, if possible, have the selection 
and initial training of the staff, and in any case be consulted in their 
selection and the allocation of duties. It must be recognised that a 
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system designed to get the best possible results with due regard to the 
human element will depend on the right use of human brains to get 
the best results. Mere mechanical efficiency can never take the 
place of the initiative and resources of the well-trained, well-balanced 
mind in a healthy body. The staff also must from the first be trusted 
and encouraged to make the best use of the system provided and to 
suggest improvements for which they will be given credit. 

It is only by the character and personality of those responsible for 
the construction and operation of any organisation that it can escape 
the deadly soullessness which is the characteristic of so many government 
and other organisations. This soullessness not only destroys the 
organisation itself but comes to be regarded as an essential element in 
all organisation. Organisation is essential to civilisation as we know 
it and to further progress, but its inherent danger must be recognised, 
combated, and remedied if the soul of man is not to rise up and destroy 
it again as it has so often done in the past. 





The Psychologist in Industry 


O the practical man who asks “ What is the use of psychology ? ” 

this definition serves as a simple answer. For it is unlikely that 
„there has ever been a time in the world’s history when the behaviour 
of the living thing called man needed more study more urgently 
than now. 

Prominent among the industrial subjects calling for investigation 
are those connected with bodily and mental fatigue, but problems of 
this class do not allow themselves to be solved by unaided common 
sense. For common sense might suggest that the relation between 
output and length of working hours is simple ; that in order to mcrease 
the one, we must increase the other. Yet investigation has shown 
that in certain cases the converse has been true—output increasing 
when working hours were diminished. Again, the total length, nature, 
and distribution of rest pauses is a complicated question, requiring 
special investigation in each individual case in which it arises. 

The introduction into the process of folding handkerchiefs of frequent 
short rest pauses, totalling up to 15 minutes’ rest in every hour, com- 
bined with a slight rearrangement of the material, led to the surprising 
result that the output became and remained three times as great as it 
had been before the reorganisation, while the workers asserted that 
they were less fatigued under the new conditions. The study of move- 
ment in industry, with the aim of eliminating wasteful expenditure of 
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energy, has been similarly successful. In one case, the modification 
of the movements employed in assembling the base of a machine for 
making braid made it possible for 66 such parts, instead of 18, to be 
put together by one man in a day. 

The industrial psychologist’s aim in this field might be described 
in the following words: To help to make it possible that the best 
teachers teach the best method of work by the best method of instruc- 
tion. This may sound ambitious, but the Army and Navy had to 
attempt this during the war, and frequently did it with marked success. 
It is possible, if people are willing, to learn their work with as much 
interest, intelligence, keenness, and thoroughness as they spend upon 
their games. 

It should be noted that there is a very definite difference between 
the application of labour-saving methods to industry and “‘ speeding-up.” 
The programme of this new study includes in all cases the introduction 
of adequate rest pauses. For research shows ever more clearly and 
convincingly the all-round injurious effects of fatigue both upon the 
worker and the work. 

The aim of industrial psychology is to substitute for guesswork, 
systematic and scientific investigation. Much of the work already 
achieved has not been done by professed psychologists, but by engineers 
and others ‘actually engaged in industry. In the future, however, it 
will be possible for the university to contribute to various branches 
of industry psychologists trained in methods of research suited to these 
special demands. With the eminently sensible comment. that the 
laboratory psychologist cannot know the needs of industry, and that 
there he must work in the closest co-operation with those who have 
‘learned the relative importance of its problems by continually 
encountering them, it is impossible to disagree. 

But in psychological problems, as in others, a scientific training 
means a greater ability to know what to look out for. Ideally, perhaps, 
the industrial psychologist should enter the laboratory after his 
experience in works or factory, and this is now a possibility. 


X 








Useful hints are given by Mr. Crew in thia article regarding the powers of shareholders 
to alter a Company's Artioles of Association. 





Notes for the Company Secretary 


By ALBERT OREW, Barrister-at-Law; Author of “ The Law Relating 
to Secret Commissions and Bribes" 


].—Allteration of Articles of Association 


The Relation between the Memorandum and Articles 

of Association : 

HE function of the memorandum is to state the objects of a 

company; the articles, to define and limit the powers. The 
memorandum is the charter or domimant instrument of a company. 
The articles are the regulations or bye-laws of a company which control 
its domestic affairs; they govern its internal organisation and conduct. 
Articles are subordinate to and controlled by the memorandum. The 
memorandum is, as it were, the area beyond which the action of the 
company cannot go; imside that area the shareholders may make such 
regulations ($.6., articles) for their own government as they think fit. 
[Ashbury Railway Carriage Co. v. Riche (1874), L.R. 7 H.L. 671.] 


Statutory Power to Alter Articles : 

Section 13 of the Companies (Consolidation) Act, 1908, provides 
that, subject to the provisions of this Act and to the conditions con- 
tained in its memorandum, a company may, by special resolution, alter 
or add to its articles ; and any alteration or addition so made shall be 
as valid as if originally contained in the articles and be subject in like 
manner to alteration by special resolution. Articles, then, may be 
altered from time to time by the company in general meeting to an 
almost unlimited extent, without the consent of Court; and any 
regulation or article purporting to deprive the company of this power 
is invalid on the ground that it is contrary to the statute [Aen v. Gold 
Reefs (1900), 1 Ch. 656]; and a company cannot, therefore, contract 
itself out of its power to alter articles. 


Express Limits to Powers of Alteration 

Any alteration is subject to the provisions of the Act of 1908 (supra) ; 
and therefore the right given by Section 137 of the Act of 1908 (swpra) 
to a contributory to petition for the winding up of a company cannot 
be excluded or limited by the articles of association. [In re Peversl 
Gold Mines (1898), 1 Ch. 122.] No alteration is valid which violates 
any statute or principle of law. And any attempt to do the very thing 
which by the Act of 1908 (supra) was prohibited to be done—to claim 
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. and arrogate to a company a power under the guise of internal regula- 

_ tions (4.6., articles of association) to go beyond the objects or purposes 
expressed or implied in the memorandum—is likewise invalid. [Ash- 
bury Railway Carriage Co. v. Riche (supra).] Formerly it was held 
that, unless powers were taken in the memorandum to issue shares 
with preferred or deferred rights, they could not subsequently be so 
issued. But in Andrews v. Gas Meter Co. (1897), 1 Ch. 361, it was held 
that a company having no authority under its memorandum or articles. 
of association to create any preference between different classes of 
shares, may, by special: resolution, alter its articles so as to authorise 
the directors to issue preference shares by way of increase of capital. 

Thus a company may take powers to issue preference or deferred shares 
by alteration of articles, unless the memorandum expressly stipulate 
to the contrary ; it is, however, desirable to include in the memorandum 
any intention if such powers are to be exercised. 


Implied Limitations to Power of Alteration 

The power conferred by Section 13 of the Act of 1908 (supra) must, 
like all other powers, be exercised subject to those general principles 
of law and equity which are applicable to all powers conferred on 
majorities enabling them to bind minorities. It must be exercised not 
only in the manner required by law, but also bond fide for the benefit 
of the company as a whole, and it must not be exceeded. A special 
resolution may alter the regulations of a company, but cannot retro- 
spectively affect existing rights. The alteration must be made in good 
faith, and any alteration in the articles which involved oppression of 
one shareholder would not be made in good faith. A company cannot 
break its contracts by altering its articles; but, when dealing with 
contracts referring to revocable articles, and especially with contracts 
between a member of the company and the company respecting his 
shares, care must be taken not to assume that the contract involves 
as one of its terms an article which is not to be altered. [AWen v. Gold 
Reefs (supra).| A company cannot, therefore, by altering its articles 
justify a breach of contract, and may be restrained by injunction from 
altering its articles for the purpose of committing a breach of a con- 
tract, one of the terms of which is that the articles shall not be altered. 
[See British Murac Syndicate v. Alperton Rubber Co. (1915), 2 Ch. 195.] 


No Alteration is Valid which is not ‘‘ bona fide’’ for 
*the benefit of a Company as a whole 
Lord Wrenbury, in his book on the Companies Acts, said: “ Possibly 
the limitation on the power of altering the articles may turn out to be 
that the alteration must not be such as to sacrifice the interests of the 
minority to those of a majority without any reasonable prospect of 
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advantage to the company as a whole.” The real test is whether the 
alteration is made bond fide for the benefit of the company or for the 
benefit of some section of the company without reference to the benefit 
of the company as a whole. If the articles are altered bond fide for the 
benefit of the company as a whole, then the alteration is consonant with 
ordinary justice. Three recent cases will illustrate the application of 
this rule. 

In Brown v. British Abrasive Co. (1919), 1 Ch. 290, 286, a company 
was in great need of further capjtal. The majority, representing 98 per 
cent. of the shares, were willing to provide this capital if they could 
buy up the 2 per cent. minority. Having failed to effect this by agree- 
ment, they proposed to pass an article enabling them to expropriate 
the minority on paying proper compensation. It was held that the 
question was whether the enforcement of the proposed alteration on 
the minority was within the ordinary principles of justice, and whether 
it was for the benefit of the company as a whole; and the Court held 
that in the circumstances the proposed article was neither just nor 
equitable, but was simply for the benefit of the majority. But in 
Stdebotiom v. Kershaw (1920), 36-T.L.R. 45, it was held that articles 
may be altered so as to provide that shareholders who carry on business 
in competition with the company may be required to transfer their 
shares to a nominee of the directors at the price certified by the auditors 
to be their fair value, but the alteration must be made bond fide with 
the intention of benefiting the company as a whole. In this case, the 
Court of Appeal dissented from the view of Astbury, J., in Brown v. 
British Abrasive Co. (supra), that the bond fides of the resolution yand 
the benefit of the company were two separate things. In Dafen Tin- 
plate Co. v. Llanelly Steel Co. (1920), 36 T.L.R. 428, a private company 
passed a special resolution to alter its articles by introducing a power 
enabling the company in general meeting to require any shareholder 
(other than a certain specified shareholder) to transfer his shares to stich 
person or persons as the board should think fit at a fair value, such 
fair value to be determined from time to time by resolution passed at 
a board meeting. The question of fact which the Court had to consider 
was whether the alteration of the articles which enables the majority 
of the shareholders to compel any shareholder to transfer his shares, 
can properly be said to be for the benefit of the company. It may be 
for the benefit of the majority of the shareholders to acquire the shares 
of the minority ; but it cannot be said to be for the benefit of the com- 
pany (as in this case) that any shareholder against whom no charge of 
acting to the detriment of the company can be urged, and who is in 
every respect a desirable member of the company, and for whose expro- 
priation there is no reason except the will of the majority, should be 
forced to transfer his shares to the majority or to any one else. Such 

395 ‘ 





Business : Organisation «and * Management 


a provision might in some circumstances be very prejudicial to the 
company’s interest. For instance, on an issue of new capital, the 
knowledge that he might be expropriated as soon as his capital was 
on the point of producing profitable results might well exercise a deter- 
rent influence on a man who was invited to take shares in the company. 
The question is not whether the shareholders bond fide or honestly 
believed that the alteration was for the benefit of the company; the 
question is, in fact, whether the alteration is genuinely for the benefit 
of the company as a whole; and in this case the Court held that the 
new article was not for the benefit of the company as a whole, and 
was, therefore, invalid. A power to expel a shareholder from the com- 
pany may be inserted in the articles as originally framed. In PhiHips 
v. Manufacturers’ Secursites (1917), 116 L.T. 290, the articles originally 
contained a power enabling the company, by resolution passed, to offer 
for sale the shares of any member, and a resolution was passed com- 
pelling a shareholder to sell his shares for a shilling a share. The Court 
of Appeal refused the injunction asked for by the plaintiff, and held 
that the resolution was within the articles, and was passed bond fide 
and without fraud. It was a regulation within the meaning of the 
statute. And in Sidebottom v. Kershaw (supra), the Master of the Rolls, 
in commenting on this case, said that, as an article such as this would 
be perfectly valid as an original article, it seemed to him that primd 
facte it followed that it would be valid as an alteration of the articles, 
unless it was not put in bond fide for the benefit of the company. 
And that principle was involved in AHen v. Gold Reefs (supra), where 
a retrospective alteration was allowed in that an alteration in the 
articles enabling the directors to sell the shares of a shareholder if he 
did not satisfy a lien, was held valid. But if there is no fraud, no 
oppression, no want of good faith, no violation of any statute or prin- 
ciple of law on the part of the majority, the power of alteration is 
subject to no restriction, provided it is within the area of the memo- 
randum, for inside that area the shareholders may make such 
resolutions for their own government as they think fit. 


(To be continued.) 
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Production can only be effectwely stimulated by a common working policy. Mr. Hisoow 
explains how harmonious co-operation belween departments oan be ensured. 





The Inspection Department and its 
Relation to Production 


By W. J. Hiscox. 


T importance of the inspection department is now widely recog- 
nised, and there are very few engineering factories at the present 
time in which this department does not enjoy a certain amount of 
prominence. As a testing place of workmanship it is generally known, 
but as an aid to production it is not so widely appreciated, and the 
object of this article is to deal with this latter aspect, with a view to 
proving that an efficient inspection department is an indispensable 
part of every factory organisation. 


Relations with the Progress Side 

No one appreciates the value ef the inspection department more than 
does the progress man, and yet, ostensibly, the two interests are opposed. 
The latter exists for the purpose of getting completed work out of the 
factory ; the former to ensure that that work is up to standard, and it 
would seem that there are times when the zeal of the progress man 
receives a check—when his plans and calculations are rudely shattered 
—by the insistence of the inspector in connection with that phase of 
the business which claims his interest. Whilst there are times when the 
inspector and the progress man must inevitably clash, it must be borne 
in mind that these differences of opinion are of a temporary character, 
and with each department understanding and sympathising with the 
claims of the other, a common working policy, which involves no betrayal 
of principle on either side, is forthcoming. 


Early Prejudices and Difficulties 

The inspection department, in its infancy, had to contend with the 
prejudices of the operator, and these for a time were very formidable. 
The operator is distrustful of any new departure, and the practical 
value of the innovation must be proved ere his confidence is forthcoming. 
The skilled operator resented what he considered was a slur upon his 
capabilities—he was out to prove that his experience was infinitely 
greater than that of the man deputed to examine his work; and if by 
_ chance work was returned to him as not being up to standard, he 

considered it in the light of a personal affront, and was prepared to 
argue on the merits of the case. 

The writer has lively recollections of the institution of the inspection 
department in more than one engineering factory, and imstances of 
bitter opposition are many. One turner—a highly skilled man-—was 
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exceedingly bitter at the thought of Ass work undergoing an examination. 
Was it likely that, after his long association with that specific work, 
he would make a mistake ? He admitted that it was no doubt desirable 
that the work of the unskilled man should be subjected to an examination, 
although he could not explain how an inspection department could work 
under such circumstances. He was considerably startled when, shortly 
afterwards, a slight error was detected which necessitated the return 
of some of his work for rectification, but he was honest enough to admit 
his fault, and to express his conversion to the idea that, however good 
a man may be, he is not infallible, and that a discrepancy is the more 
easily detected by a person specialising in that direction. 

In another instance the operator (an assembler) roundly abused the 
inspector for daring to dismantle an assembled unit, and detecting a 
fault necessitating the return of the work to the operator. This man 
recognised the need for the inspection of machined parts, as having a 
beneficial effect upon his own earnings, but he resented the procedure 
being extended to assembled work. Many instances are on record 
of operators flatly refusing to rectify work turned back by the inspector, 
and even leaving the firm’s employ as a protest. Happily, such cases 
are becoming less frequent, and it is significant that, once the mspection 
department is established, it rarely succumbs to opposition. 


Antagonism from the Foreman 

The opposition of the operator is formidable, but it is usually short 
lived, for he is open to reason, once he can understand the import of 
the innovation. Unfortunately, this cannot be said of the average 
foreman, who sees in the person of the inspector the department critic, 
to be treated as an antagonist. The opposition here is covert but 
sustained, and even in factories where the inspection department has 
been long established, the feud between the department foreman and 
the inspector is as bitter as ever. This may not be altogether the fault 
of the foreman, for want of tact on the part of the inspector often causes 
trouble. To illustrate this the writer recalls an incident wherein the 
findings of the inspector were calculated to create a rupture. A large 
number of small threaded pins were rejected, with good cause. The 
things were hopeless for passing into stock, but it was proved that the 
fault lay with the machine, and not with the operator. The inspector 
emphasised this upon his report, stating “ fault of machine,” and had | 
he finished there, all would have been well. Instead of so doing, however, 
he added the words, “ which needs overhauling,” and this was promptly 
challenged by the foreman. He was undoubtedly correct in his opinion, 
but he had gone too far. “Had this been the fault of the workman,” 
questioned the foreman, “you would have endorsed your report ‘ Fault 
of operator’?” “Certainly,” agreed the mspector. “ But,” continued 
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the foreman, ‘‘ you would not have added the words ‘who should be 
discharged.’ ” The inspector could not see the force of the argument, 
but the management could, and an instruction was issued to the effect 
that, although it was the duty of the inspector to allocate the fault, 
and under certain conditions to suggest a remedy, it was not part of his 
duty to make recommendations of a character likely to interfere with 
the authority of a foreman. é 

The foreman is, however, largely to blame for the friction which exists 
between his department and the inspector, for he will oftimes go, out of 
his way to create trouble. One foreman thought it would be a good plan 
to “kill” the newly formed inspection department by inundating it 
with work of an inferior quality, the greater part of which was unusable 
until rectified. His idea was that, owing to the extra work involved in 
the inspection department, serious delays would occur, resulting in the 
management having either to considerably increase the personal of this 
department (involving additional expense quite disproportionate to the 
benefits obtained), or to demolish the department. Needless to say, 
he burnt his own fingers severely, for the inspector, seeing through 
the plot, inspected one or two articles only of each batch, and finding 
these not up to standard, returned the whole batch for rectification. 
Reports were sent to the management, an inquiry was held, and the 
foreman found that his percentage of defective work was far too high. 


Thoroughness Essential 

As in the case of every other phase of the factory organisation, the 
inspection department, to be effective, must be thorough. It is of no 
use developing one part if the other is to be neglected, and the following 
may serve to illustrate this point. The- inspector in a certain factory 
was concerned with the examination of machining and assembling opera- 
tions, but the raw material used in this connection was received into the 
factory and issued to the shops uninspected. The result was that at 
a later stage serious defects in the material. were discovered, and the part, 
upon which so much money had been spent, was scrapped. In addition 
to the expense incurred, both in regard to the defective piece and also 
the replacement, the delay involved was considerable, and the whole would 
have been obviated had the inspection been thorough—the raw material 
receiving the same attention at the hands of the inspector as the machined 
article. Ata later stage the writer will dwell upon the value of a complete 
inspection, whereby everything in the factory, from a bar of soap, is 
accepted and vouched for by the person most competent to express 
an opinion. 
The Inspector’s Status 

One factor, the importance of which cannot be over estimated, is the 
status enjoyed by the inspector, and in this connection it will be necessary 
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to consider the composition of the inspection department in various 
engineering factories. It may be taken for granted that, the larger the 
factory, the more important this department is. The chief inspector 
ranks amongst the highest of the shop officials, and he is usually on a 
higher plane than the most exalted departmental foreman. He has 
an inspection room in every productive department, presided over by 
a man who is at least on a footing with the department under-foreman, 
and this man is subservient to the authority of his chief, and not to that 
of, any. other person. This may be considered an ideal arrangement, 
aid is, on the whole, quite satisfactory, but trouble does occasionally 
arise, and it is in this connection that the status of the chief inspector 
must be clearly defmed. 

In the large factory there is usually a Management Board—a number 
of high officials who may be said to “ run the concern.” The composition 
of this board is determined by the status of the title borne by the 
individual—a title having a different, interpretation in various factories. 
For example, in one factory the works manager is at the head of affairs 
—in another he only controls a definite part of the organisation, and is 
subservient to the authority of a higher official—the works superintendent. 
One works superintendent may control the whole of the factory 
organisation—productive, technical, and commercial—whilst m another 
he controls the productive and technical sections, the commercial side 
being quite apart. 

To simplify the illustration, therefore, it is assumed that the works 
manager is in supreme control, and the composition of the Management 
Board can be considered. The works manager, as controller, is the 
chairman, and the board proper is comprised of a number of officials, 
all of equal standing, and each representing a definite section of the 
organisation. Thus we should get (a) the head of the commercial section ; 
(b) the chief foreman; (c) the works engineer ; (d) the chief of planning 
and progress ; (e) ? the chief inspector; and it will be noted that 
the inclusion of the last-named is questioned. 

If the chief inspector has a seat upon the Management Board then 
the position is quite clear. His responsibility is clearly defmed, and his 
decisions can be over-ruled by none save the works manager—the supreme 
head. The department foremen must submit to his ruling, and any 
protest must be voiced by the chief foreman (who, however, cannot 
over-rule any such decision) and the verdict given by the works manager. 
Under such circumstances protests would arise only in very exceptional 
cases, for the high position enjoyed by the chief inspector would be 
sufficient to guard against constant and frivolous protests. 

It does not follow, however, that the chief inspector always has a 
seat upon the Management Board, and it is in this connection that 
complications arise. When this is the case, he enjoys a position of the 

400 








The Inspection Department and Production 


same status as that of the departmental foreman, and he must therefore 
be under the control of one member of the board, The question is— 
which ? and the answer has a vital bearing upon the efficiency of the 
inspection department. It may be that the chief foreman exercises 
control over the whole of the productive departments—that is to say, 
that whilst not concerning himself with the internal organisation of any 
specific department, he nevertheless is responsible for the well being of 
these departments as a whole—the departmental foremen acting as his 
deputies so far as their own departments are concerned—whilst he 
may be considered in the light of a production manager. a 


Functions of Foreman and Inspector 

In many factories it is thought that, owing to the close association 
of the inspection department with the productive departments, the 
chief foreman should exercise supreme control over this department 
also. Such a procedure would, to say the least, lend itself to differences 
of opinion, as the chief foreman would be called upon perpetually to 
settle disputes arising out of the inspector’s rulings, for the department 
foremen would obviously seize every opportunity of challenging the 
decision of the inspector, with a view to getting it reversed. This in 
itself is bad enough, involving as it does an enormous waste of time 
and stimulating bad feeling between the foreman and the inspector, 
but experience has shown that such a procedure leads to infinitely worse 
results, which materially and adversely affects the whole organisation. 

To appreciate this it is necessary to consider briefly the respective 
functions of the chief foreman and the inspector. The former is 
responsible for the product—the latter for the examination of that 
product. A piece produced and accepted justifies the time spent upon 
it—a piece produced and rejected does not, and the chief foreman, as 
production manager, must regard inspection as a factor calculated to 
have an adverse effect upon his schemes. He may be a broad minded 
individual, and indignantly refute any suggestion of leaning toward 
the shops, but it is safe to assume that, no matter how unbiased his 
intentions may be, his actions are decidedly partisan, for he is drawn 
into the web despite himself. His foremen drag him into controversy 
at every opportunity—that is to say, when the inspector’s ruling permits 
of argument, and, thinking of production, he will decide against the 
inspector whenever possible. True, he will agree with the inspector to 
a point, and will probably administer a slight rebuke to the protesting 
foreman, but, “ under the special circumstances, he has decided that 
the part must pass inspection.” 

This line of action suggests to the inspector that everything but the 
actually obvious is liable to be challenged, consequently he evades 
responsibility by refusing to give a decision in certain instances until 
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he has been in consultation with the chief foreman. This considerably 

increases the work of ‘that individual, and is certainly not conducive to 

efficient organisation. With this foreman and that foreman lodging 

complaints, and the inspector bringing counter actions against the 

foreman, it would seem that none of them have a sense of responsibility, 
—---.and may therefore be regarded as somewhat superfluous. 


Chief Inspector Should Sit on Management Board 


It is certainly most undesirable for the work of the inspector to be 
supervised by the chief foreman, but as the former must be responsible 
to some member of the Management Board, the claims of the works 
engineer may next be considered. This procedure would, at all events, 
ensure an independent inspection department, but much depends upon 
what sphere of the organisation is controlled by the engineer. He 
may be concerned wholly and solely with the plant, and known in some 

è factories as the mechanical superintendent, and if so, then obviously 
he cannot be concerned with the inspection of the factory’s products. 
If, on the other hand, his duties include the planning of the factory to 
ensure a specific output, then it would be quite possible for the inspection 
to come under his control, whilst in some factories the question of the 
inspector being controlled by the Planning and Progress Department 
has received consideration. To put the case in a nutshell, the chief 
inspector should have a seat upon the Management Board, but he should 
never, under any circumstances, be controlled by the chief foreman or 
his equivalent. 

In the smaller factory also, the status of the inspector must receive 
consideration, and in this connection it must be borne in mind that, 
whereas the large concern can secure the services of a really responsible 
person for the position of chief inspector, this is not always possible 
in the smaller factory. The inspector who is prepared to accept full 
responsibility, whose word is accepted as law, must of necessity be a really 
first-class man, capable of doing what he is called upon to perform. 
This means that the post is occupied by a high salaried official, whose 
remuneration is probably as high as that of the assistant works manager 
in a small factory. It is obvious therefore that the smaller concern must 
content itself with the services of a less imposing individual, and it 
may be that, under such circumstances, the inspector is not qualified 
to have the final word. 


Control Question and Efficiency 
In such a factory there is no recognised Management Board, but 
the works manager has the assistance of shop superintendents, who 
control the various department foremen, and again the question arises 
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lled by these superintendents?” It 
ese circumstances to allow the final decision 
or, for there is a distinct possibility of hundreds 
e work being put on the scrap heap. On the other 
hand, the influence of the superintendent may result in a lot of doubtful 
work being accepted, the inspector being regarded as a mere cipher. 
The efficiency of the inspection department would be of a very mediocre 
character, for the inspector would be guided by the superintendent, 
possessing no authority and undertaking no responsibility. In one 
factory the inspector was allowed to reject work, but he was obliged 
to consult with the shop superintendent before the work could be 
definitely scrapped. This could not be regarded as satisfactory, for 
the final decision rested with the individual officially responsible for the 
defective work. 

Where it is not advisable to leave the final decision to the inspector, 
this duty should devolve upon either (a) the works manager; (b) the 
assistant works manager; (c) a high official not directly interested in 
the shops. This procedure would undoubtedly raise the efficiency of 
the inspection department, and place responsibility upon the inspector. 
The latter would be secure from intimidation, and would therefore 
give an unbiased report, whilst in the event of a protest he would have 
the satisfaction of stating his case to an unprejudiced person. 





Employers and Day Continuation Schools 


[HERE appears to be some misapprehension among employers of juvenile 
labour as to the date and conditions for compulsory attendance at day con- 
tinuation schools under the Education Act, 1918. The position is understood to be 
as follows, says the Daily Telegraph All young persons in London who attain the 
age of 14 years after 27th October, 1920, will be under the obligation to attend these 
schools, which will open on or about Ist January, 1921. They will be required to 
continue attendance until they reach the age of 16. AI young persons who on 
27th October, 1920, will have already attained the age of 14 are entirely exempt 
from attendance at compulsory day continuation schools Seven years after 
27th October, 1920, compulsory attendance at these schools is extended by the 
Act to young persons from 16 to 18 years of age, but young persons who have at- 
tained the age of 16 prior to 27th October, 1927, will be exempt. ` The Act makes 
it incumbent on employers of young persons to allow them the necessary time off 
to attend these schools, not only during the time they are actually under instruction, 
but also for such other time, not exceeding two hours on any one occasion, as may 
be considered necessary in order to secure that they shall arrive at the school in 
a fit mental and bodily condition to receive full benefit from the instruction given. 
The obligation to attend grapes day continuation schools does not apply to 
young persons over the age of 14 whilst they are in full-time attendance at approved 
day-school courses. 
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Inter-Communicating 
Systems 


By W. Dussorovag, F.O.I. 


T telephone has now become an essential part of office equip- 
ment, and its value as an aid for office efficiency is now so great 
that business men are anxious to secure its best working over every 
minute of the day. The necessity for the installation of the telephone 
is generally accepted, and any improvements for the efficiency of the 
general telephone service rests with the Post Office; but inter-depart- 
mental communications are perhaps of greater importance; and as 
the Post Office monopoly does not cover these communications, busi- 
ness firms are able to adopt any system, providing it is not connected 
up in any way with the Post Office system. 

Now, much of the time of the executive of any concern is spent 
in effecting communication with the heads of the various departments 
and its subordinates, and vice versa. This communication is accom- 
plished by a variety of ways, e.g., by written notes carried by mes- 
senger boys, by the speaking tube, by ringing bells, or by the telephone. 
As a medium of communication, the messenger boy is unreliable, for 
he is generally slow, absent when he is wanted, and is ready for any © 
mischief which may be available on his short journey. The speaking 
tube cannot be used over long stretches, and is always a harbinger of 
dirt and germs, and is, therefore, unsanitary. In ringing a bell for 
any member of the staff, the time of going to and returning from the 
executive is wasted, and further time may be wasted in waiting for a 
person who is not there and has not received the call. The telephone 
undoubtedly affords the best means of communication, but its efficiency 
is dependent upon the rapidity of the connection. 

In most offices there is a private branch exchange to the Post Office 
telephone, and as this necessitates going through an exchange to obtain 
a house-number and going through an extra exchange to obtain an 
outside number, this system is obviously impaired in its efficiency for 
both departmental and outside telephoning. The ideal telephone 
system, therefore, eliminates from any telephone service the human 
element, since the manual-operated switchboard, however well operated, 
cannot afford instantaneous connections. Therefore, practically all the 
modern inter-communicating systems permit one person to speak to 
another without the intermediary of a manual-operated connecting 
exchange. If it is necessary to wait to get through, it means loss of 
time, and loss of time to the executive of any concern means considerable 
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In offices where it is necessary 
to telephone through ® switchboard with the aid of an operator, it is 
not usual to ring the man in the room opposite or next door, for 
it is generally quicker to call on him; but these personal calls become 
very expensive, for while a telephone conversation may have been 
limited to the question in point, other topics, not necessarily relating 
to the business, arise when visiting a man. 

A further consideration is that it is often necessary to confer with 
two or more people at the same time, and the ordinary telephone does 
not admit of this, although “cross-connections”’ frequently occur. 
The means of communication in a concern must, therefore, be such 
that direct and instant conversation may be effected with any members 
of the staff. 

There are several inter-communicating systems on the market, er 
the method of operating and the capabilities of each do not exactly 


~ coincide: it is therefore necessary fo select the system most suitable 


to the circumstances or possible requirements of the concern. 


The Dictograph 

The principal feature of the Dictograph system is that it constitutes 
a loud-speaking telephone. The telephone may be spoken to from any 
part of an averaged-sized room, and in the Master Station it is not 
necessary to use either an ear-piece or to speak into a transmitter. 
An ear-piece is provided in case it is desirable to keep the ‘replies secret 





DICTOGRAPH 


from anyone else in the room ; but as this is ae necessary, the loud- 
speaking receiver is used and can be heard from any part of the room. 
Another important feature is that one can speak to a number of sub- 
stations simultaneously, and a conversation may be carried on between 
several people as if they were conferring in the same room. 

The above is a photograph of a Master Station which can be placed 
on the desk. All the circuits from this "phone cause a lamp to light 
when the principal calls up any of his staff, so that if the line happened 
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to be engaged with another department, it at once that the 
chief requires the line, and the movement of the\key temporarily cuts 
off the other call and connects at once with the principal. It is not 
possible for a third party to break in on or interrupt a Master Station 
conversation. It is hardly necessary to point out the great advantage 
of this system. THe ability to use a telephone, and at the same time 
having both hands free to take notes or refer to papers, has long been 
a desideratum. It is also possible to receive an inquiry concerning 
delivery from an ordinary telephone, and tó switch on to the despatch 
department by the Dictograph and give a reply within a few seconds. 
The communication is established instantly by pressing down the key 
corresponding to the desired station. An important feature of this 
system is that the “ principal” never receives an “engaged” signal 
against his calls. 
The Relay Automatic System 

The telephones used in this system usually consist of the standard 
Post Office pattern, to which is added a dial switch. The dial switch 
is a very simple device for calling the desired number. 





n. y E 


RELAY AUTOMATIC 


It consists of a revolving circular plate with ten holes. In calling 
a number, say 56, the receiver is removed from the rest, and the tip 
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of the finger is placed into hole 5 and the circular plate revolved to the 
stop. In removing the finger, the plate returns to its normal position. 
A similar operation is performed for the 6. The connection is made 
instantaneously, and if the wanted number is engaged the usual 
buzzing sound would be heard. Automatic ringing continues at inter- 
vals until the call is answered or until the caller puts up the receiver. 
Disconnection takes place automatically on replacing the receiver. 

The principles of the Relay System are quite different from other 
inter-communicating systems, but it is not a system that is recom- 
mended for five to fifteen lines, unless long runs of cable are entailed, 
or where it is necessary to run open wire, for in these cases a system 
requiring a multiple cable would not be practicable. In most inter- 
communicating systems, a multi-wire cable is run from each telephone 
to every other telephone, and it is therefore necessary to provide for 
each instrument as many wires as.there are other instruments. These 
systems are therefore not capable of unlimited extension, and even 
the addition of one line presents certain difficulties and much wiring. 
Now the Relay System is capable of extension by the laying of only 
two lines, since each ’phone only requires two wires to the Automatic 
Exchange, and there is practically no limit to the number of lines that 
can be fitted: it is, therefore, the best inter-communicating system for 
a firm where a large number of lines will be required. The multi-wire 
systems cannot be considered for a large number of stations. 

The working of the whole system is accomplished by an automatic 
relay exchange. This exchange is built entirely of relays, which per- 
form all the operations of selection, connection, ringing, buzzing, 
“engaged,” and disconnection. In the past, relays have entailed 
the use of complicated electro-mechanical switches, but in this 
system there are practically no moving points to get out of order and 
to be kept oiled, and adequate protection is afforded against heat and 
damp. The cost of the initial installation is rather high for a few lines, 
but for larger installations it is quite reasonable when the saving of time 
and other advantages are taken into consideration, and compares 
favourably with that of other systems. Perhaps the greatest advan- 
tage that this system can claim over all others is that there is absolute 
secrecy and not the least possible risk of any overhearing on any lines; 
and as there are no operators, the use of the system is available at all 
times. Further, if the premises are extended, it is a simple proposition 
to add new lines without touching or interfering with the existing 
apparatus. 


The New System 
The illustration overleaf is the standard pattern, although there are 
many adaptations. Opposite each button a name-plate is fitted, and 
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the depression of a key rings the desired station. It is possible to ring 
. two or more stations simultaneously and carry on a conversation with a 
number of people. A selective secret control is also fitted, which enables 
the two instruments connected to be isolated, and no overhearing or 
interruptions can then take place. The *“ Auto Line Finder” is auto- 
matically controlled, and the visual indicator shows the number of the 





THE ‘‘NEW SYSTEM ”’ 


calling line at the receiving station. Another feature of this system is - 
the Round Call Signal. If on calling certain officials no reply is received, 
the round call key is depressed and a pre-arranged code signal sounds 
simultaneously at every phone on the premises, and the person called, 
-by depressing the round call button on the nearest ’phone, is connected 
to the person who is calling him. This round call signal can be employed 
for fire alarms and a variety of other purposes. When the receiver is 
replaced, the key rises and automatic disconnection takes place. 


DICTOGRAPH i . Dictograph Telephones, Ltd, 8 Denman Street, 
London, S.E.1. 

New SYSTEM s . London Telephone (New System) Co., Ltd., Donington 
House, Norfolk Street, London, W.C2 

RELAY AUTOMATIC . Relay Automatic Telephone Co, Ltd., Marconi Honse, 
trand, London, W.C.2, 

RELIANCE : . Reliance Pa Co., Ltd., 12-13 Henrietta Street, 

G London, Ga, 

SELECT-O-PHONE . Pettigrew & Merriman, Ltd, 7 Henrietta Street, 

London, W.C.2. 


SIEMEN’S AUTOPHONE . Siemens Bros. & Co, Ltd, Woolwich, London, S.E.18° 
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Important economies in railway expenses may be secured by the adoption of the bulking 
iples, which is fully explained by Mr. Lissenden. 





Current Transportation Problems 


By GEO. B. LissgnpEn, Author of “ Industrial Traffic Management,’ elo., eto. 


i No. 9. The Small Parcel Problem 


poe the increased railway rates were brought into operation the 
charges on small parcels were big, but now they are exactly double 
what they were, and hence it becomes more necessary than ever to look 
into the question of the cost of the conveyance of these consignments, 
and to consider whether something cannot be done to meet these increased 
carriage charges. 


The Law as to Small Parcels 


To begin with, it will be useful to refer to one or two of the early 
test cases bearing on the subject of small parcels. In Baxendale v. the 
South Western Railway Company the plaintiffs were common carriers 
trading under the name of “‘ Pickford & Co.,” and they were in the habit 
of collecting parcels in London and forwarding them to customers in the 
country. Each parcel was addressed to the person to whom it was 
ultimately to be delivered, but it was labelled with the name of ‘‘ Pickford 
& Co.,” and that of the station to which it was to be sent, and all the 
parcels for the same station were delivered in one consignment, consigned 
to the plaintiffs at that station. The defendants refused to charge the 
plaintiffs for the carriage of their parcels at a tonnage rate upon the gross 
weight, and charged for each parcel separately according to its individual 
weight. The Court held that the railway company by their action created 
an inequality and gave judgment against them. 

The case of Sukon & Co. is also instructive in this connection. Here 
the, plaintiff, a carrier, was in the habit of collecting small parcels and 
sending them together in large packages by the defendants’ railway. 
The defendants charged different rates of carriage for different classes of 
goods, the highest charges being for “ packed ” parcels. A declaration 
was required from the plaintiff as to the description of his parcels. He 
declared them as “ packed ” parcels, and was charged and paid accord- 
ingly. Finding, however, that other firms sent packed parcels, from 
whom no declaration was required and who were charged for them at a 
less rate, he sued the company to recover the alleged excess as for money 
had and received. At the trial he gave evidence that the practice of the 
other firms in sending “ packed parcels ” was notorious. The House of 
Lords, affirming the judgment of the Exchequer Chamber, held that the 
evidence produced was admissible, and was sufficient to show that the 
defendants knew of the practice of other firms to pack their parcels, and 
* that with such knowledge they had improperly charged the plaintiff 
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with a higher rate of charge, and had thus infringed the equality clause, 
and that the plaintiff was entitled to recover the amount so charged in 
excess as for money had and received. ~ 

Then in Crouch v. London & North Western Ratlway, the defendants 
advertised themselves to carry parcels, etc., from London to Glasgow 
(though their own line ended at Preston), and habitually received, booked 
and carried parcels of all descriptions from London to Glasgow (receiving 
pre-payment for the whole distance), having made arrangements with 
other companies, by which the defendants’ vans, being locked in London, 
were carried through from Preston to Glasgow, under the management 
and by the locomotive power of the other companies. The defendants 
had issued written orders to their servants, that “ packed ” parcels should 
be invoiced to termini of the defendants’ line only. The plaintiff had 
received notice of this order, but it had never been enforced against anyone 


but the plaintiff, and the defendants had knowingly carried packed ` 


parcels from London to Glasgow since the order was issued; but they 
refused to carry a packed parcel for the plaintiff further than Preston. 
Here it was held, first, that by the 8 & 9 Vict., c. 20, ss. 86, 87 and 89, the 
defendants were in the position of common carriers, and that having 
held themselves out, and acted as common carriers from London to 
Glasgow, they were bound by the common law to receive and carry all 
goods tendered to them to be carried from London to Glasgow, although 
the latter place was out of England. Secondly, that being common 
carriers, and having carried packed parcels for some persons, they were 
bound to carry them for all. 

Read in conjunction one with the other these three cases make the 
position quite clear and establish the fact that small or “ mixed ” parcels 
must be carried for any and everyone; whilst Part VI of the Railway 
Rates and Charges Order Confirmation Acts, 1891 and 1892, after specify- 
ing what amounts can be charged for “small parcels by merchandise 
train, not exceeding in weight three hundred weight ” decrees, by sections 
3 and 6 respectively, as follows— 

(3) A small parcel under this part of the schedule may consist of one consignment 
of two or more packages of merchandise comprised in the same class of the classifica- 
ton of not leas than 14 pounds each in weight. 

(6) Any small parcel (other than a parcel of mixed groceries) containing articles 
belonging to different classes of ‘the classification, shall be chargeable with the 
maximum tonnage charge applicable to the highest of such classes. 

As will be seen, these leave no doubt as to the companies’ liability to 
convey small packages or consignments of miscellaneous traffic by goods 


The Practical Side of the Question 
So much for law; now as to practice. One of the rules common to 
the majority of the leading railway companies provides that “ Each 
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consignment must be charged separately over the railways,” but it will 
be evident from what has been said above that any trader can consign 
a number of small parcels together as ons consignment if and when it 
pays him to do so. In regard to small lots so forwarded, clause (c) of 
rule 12 of the General Railway Classification (1920 Edition) provides 
that when goods charged as one consignment over the railway (charges 
being paid by one trader) involve separate deliveries in portions not 
exceeding three hundredweights, the following additional charges are 
made— 


5 In London— : 
C&D, 3d per cwt., minmum 4d. each separate cartage 
traffic At stations other than London— 


2d per cwt, minimum 3d. each separate cartage. 
NoTs.—Goods delivered outside the prescribed boundaries are subject to extra 
cartage charges in addition to the above. 


S. to S. a cartage charge and minimum fixed by the Railway Companies 
traffic. at each place. 

When the service of cartage of the separate portions is not performed 
by the ¢ompany, an additional charge of Id. for each separate portion 
is made for extra services, whether the traffic is charged over the railway 
at S. to S. rates or at rates including cartage. 

Now we will assume for the purpose of illustration—and to see what 
the application of this rule\\really means in practice—that Messrs. 
Manufacturers, Limited, have) \two small consignments, each weighing 
56 lbs., to send to “A” and “ B” respectively in “ X ” and that the 
tonnage rate applicable to this particular class of goods is 20s., C. & D. 
If the packages are consigned separately the charge on each of them, 
at the “Smalls ” scale, will be Is. 8d., or 3s. 4d. the two; but if they 
are consigned together as one lot and “ split ” deliveries paid in accordance 
with the above-mentioned rule a small saving can be made as then the 
charges will work out as folows— 


1 cwt. @ 20s. at the “ Smalls ” acale 5 5 . Œ= 
2“ Spht ” deliveries @ 3d. each s i ; . = 





showing a difference to the good of 2d. . 

Here are some calculations which show that even if the weights vary 
a saving can—in some instances—be effected if two small lots are 
(A bulked A 





As separate lots 
cais. grs. Ibs i s. d 
Al 2 0 @ 20s (at the “Smalls” scale) = 1 8 
Bl „ 1 1 0 @ 20s. is 3 - 
0 4 8 
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Asa" bulked” consignment : 


cots, gra. bs, s d. 
2 Caws, 1 3 0 @ 203 (at ae Salle k =- 4 - 
2“ Spt” deliveries @ 3d. oach . = 8 





This also shows a gain of 2d. But the more small lots there are the 
greater—in most instances—is the reduction in the carriage charges 
when they are forwarded as one lot. Thus, suppose there are three lots 
of one hundredweight each for different consignees— 








As separate lots— 
cats. grs. Ibs. s. d 
A 1 Ces, 1 0 0 30s. (at the “ Smalls ” scalo) = 4 - à 
BI ,, 1 0 0 30s. n ” ” = 4 - 
C1 » 1 0 ” ” ” mE 4 - 
3 3 0 0 12 - 
Buthod : 
cwis. ors. Tbs s d 
3 3 0 0 @ 30s. (at the “Smalls” scale) = 10 — 
3 “ Split” deliveries @ 3d. each 7 - 9. 





Here the saving effected by “ bulking ” is Is. 3d. 
And suppose the weights of the three cases vary, here is the result— 











As separate lots ! 
owls, ors. oe s d 
A 1 Case, 1, eee ne Smalls scale) = I 10 
Bi, 1 1” ” ” ” =- 45 
ci n 1 2 30e. ” ” ” = 5 6 
3 3 0 0 11 9 

Bulked : 
cents. grs. Ibs. . s d. 
3 Cases,3 0 oe (at the, Smala?” neal) = 10 - 
3 “ Split” deliveries @ 3d. each . -= 9 
10 9 
scat iainibdiliemed 
A profit of 1s. 
Now take a five case lot and see the result—- 

As separate lots ; 
ceis, ors. Tbs 5. d. 
A 1 Case, 1 0 0 @ SOs. (at the “Smalls” scale) = 6 4 
Bil , 1 0 O @ 50s. ‘i i 5 =~ 6 4 
Ci, 1 0 0 @5% ie z X = 64 
Di „ 1 0 0 @ 50x, wan i a -~ 6 4 
E 1 »”» 1 0 0 60s. ” s ”» TS, 6 4 
6 5 0 0 #i ll 8 
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As a bulked consignment : i 
cois. qrs. Tbs É BLA 
5 Cases,56 0 0 @ MHs. (the revised “ tonnage 
Tate” . ; i A 7 A . . = Itt 
5 “ Split ” deliveries @ 3d. each . ; . = 1 3 
{L2 4 





The profit—and of course that is what a saving really is—in this 
instance is 9s. 4d., an appreciable amount surely | 

We purposely said a moment ago that a saving can ‘‘in some instances ” 
be effected by bulkmg two or more parcels, and it will be gathered 
from this that the result is not always to the good. For instance, if two 
cases each weighing 1 cwt. be “ bulked ” at the rate of 10s. the cost of the 
2 cwt: would be 2%. 8d., plus two splits of 3d. each, making a total of 
3s. 2d. ; but if they are consigned separately the cost of each would be 
1s. 6d., or 3s. the two—thus resulting in a loss of 2d. But more of this 
later. 


How to Bulk Small Parcels with Big Ones 


Rule, 13 of the General Railway Classification makes it possible for 
this bulking principle to be applied in another way—im the consigning 
of small parcels with big ones. This is how the rule named reads— 


Rates recorded for a mimmum weight higher than 3 cwts. may be charged on 
the goods to which they are applicable in a mixed consignment, providing the 
weight of the whole consignment is up to or exceeds the highest minimum weight 
attached to any of the rates charged, and the whole of the charges are paid by one 
trader. 

Each description of goods is subject to the scales for small parcels and the 
regulations thereunder— 


EXAMPLE, 
Traffic. tons cats. grs. Rais applicable. Charges ars madi on— 
Flour. . 1 0 0 Class C (min. 2 tons) Actual weight. 
Oilcake . . 10 0 A ” ù P n» 

Confectionery . 3 0 Class 2. ae a Small scale, or if : 
Tapa Si 3 0 Class 1. A x two ar more ons 
of meat 2 0 Class 5 . < 3 may be combined and 
Hardware : 2 0 Class 3 . A charged at the highest 
tate applicable to any of 
2 0 0 the portions so combined. 





One or two specific examples will make the meaning of this quite clear. 
Suppose, for instance, that between stations A and B the ordinary 
Class 2 rate, the rate applicable to “ Prmted matter—not bound,” is 
30s. per ton, and that there is a special rate in operation between these 
points for the same class of goods of 23s. per ton for 2¥on lots; also 
that the 3rd class rate—s.6., the rate chargeable on ‘“‘ Books ”—is 40s. 
per ton; and that Messrs. Printers & Company have a consignment of 
printed matter weighing 35 cwts., as well as a consignment of books 
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weighing 5 cwts. to forward from A to B. If the two lots are consigned 
separately the railway company will charge carriage as follows— 





tons caws. qre. Ps. £ ad, 
Printed matter == 1 15 0 0 Gee te ana as = 212 6 
Books .  . = 6 0 0 @ 40s. (the ordinary Class 3 rate) == 10 ~ 
2 0 0 0 32 6 








But if they are consigned together—in the manner to be described 

a little later on—they will be charged for in this way— 
toms cwis. qrs. lbs. £ s. 
Fanted meter eet 5 " TG 00 Ĝ 40e. (he ordinary Cam 3 = 2 
Books . . ordinary Class 3 rate) = 10 


2 0 0 0 210 3 








And—as one can see at a glance—by so consigning their goods Messrs. 
Printers & Company will save the sum of 12s. 3d. 

The accompanying statement of various consignments in different 
classes of the classification, worked out at rates actually in operation 
between the stations named, gives further examples of what can be done 
in this direction. 


How to Secure the Application of the Lower Rates 

Now the best way to secure that the lowest rates are applied to the 
several different consignments is either to consign them all on the one 
consignment note and to endorse the document thus: “ To be charged 
together as one lot,” or—if separate consignment notes must be used 
to meet some special requirement of the consignor’s business—to endorse 
each consignment note in this manner: ‘‘ To be charged together with 
other goods forwarded to-day.” Those who do a big business with the 
railway companies will find it to their advantage to have rubber stamps 
made, bearing these instructions, for impressing on their forwarding 
notes when occasion demands. 

One could go on filling page after page of this magazine with examples 
of how economies can be effected by bulking goods intended to be for- 
warded from one place to another by railway, but the foregoing must 
suffice for the present. What it really amounts to is this: there are 
certain rules and regulations governing the consignment of goods by 
railway, and some of these rules make it possible for two or more parcels 
to be charged together so that low rates can be applied to them. One 
cannot lay down any hard and fast rule and say “Do this!” or “ Do ` 
that ! ” and thus ensure that your goods are always charged at the lowest 
rates ; all that one can do is to draw attention to certain facts and leave 
it to the reader to act upon the information if and when it is to his interests 
—when it pays him—to do so. And that is what has been attempted 
in this article. 
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The Up-to-Date Address Book 


By Bmwast Ricpr 


Advantages of the Card System 

BOUND book (indexed) is invariably used in a wholesale house to 

record the names and addresses of its customers. Where entered 
up under towns, such towns are shown in the index, giving the page 
on which any particular town may be found. In addition to the length 
of time taken to find an address in a book of this sort, there is the con- 
stant striking out of names of those giving up business; alteration of 
addresses ; new names to be added, etc. After a book has been in use 
for a time it gets into such a state that a new book has to be written up 
afresh. Now all this is avoided by using a card address book, each 
customer having a separate card. Such an address book may be run 
in order of towns or names whichever is most suitable to a firm’s business. 
No index is required, as tabs are shown giving the division or towns 
required, such as : Chea—Chel ; Chep~Ches ; Ci-Cl; Coa—Con ; Coo—Cow ; 
After the cards are made out they are placed in their proper order, in 
the cabinet under the vowel-index system. 

Say, for instance, we have the names Batten, Beach, Bilmour, Brown, 
Butter, they would be filed in the cabinet in this order. When con- 
venient, it is of considerable help to a firm if the names can be run so 
as to cover any particular ground (under Towns). This is of advantage 
in getting out in the shortest space of time a special circular for any 
portion of a ground or particular towns. 


Ready Reference 

An address book is invariably in great demand, more especially in 
the large houses, but by using a bound book only one person can use it 
at atime. By dividing the addresses up in cabinet drawers, it enables 
reference to be made by many persons. For instance, certain lines 
which are shown in a firm’s catalogue have, since being sent out, gone 
up considerably in price. Advices of these charges should be sent to 
customers with the least possible delay. If using the bound address 
book only two clerks can be put on the work of addressing envelopes, 
whereas with the card address book the work can be divided up between 
any number. 


La 


Recording Special Information 
The cards may also be utilised for recording other information neces- 
sary to a firm’s requirements, Many customers require their goods 
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Detailed and practical suggestions on the methods of organising mass production work 
are given in this artiole. 


Costing and Factory Organisation 


By H. Jorros Lunt, Chartered Accountant (Honoura.) 


IV. Engineers’ Accounts 
(Continued) 
Machine Rates 


A FURTHER development in the accurate recording of working cost 
is the endeavour to ascertain the expense of running each machine 
in order to be able to charge the work done on the machines with the 
actual expense due to that work having been performed. 

The first step is to ascertain the correct departmental rates, and 
these must be subdivided in turn. 

In place of treating each machine separately, which might result in 
an excessive number of almost similar rates, it is usually preferable to 
treat them in groups and fix a rate for each group. 


The items needed are— 
(1) Rental Cost, consisting of Rent, 
Rates, 
Heating, 
Lighting, 
for space occupied. 
(2) Charge for Capital Outlay consisting of Interest on Capital Cost 
and depreciation. 
(3) Power. 
(4) General services in shop and works as a whole. 


In determining the first, regard must be had to the space occupied 
by the machine and its surroundings. 

The second will be arrived at in detail in every case in accordance 
with amount to be written off, and may be varied from time to time, 
especially if additions are made. 

The third will be ascertained from the records of power consumed 
and the requirements and running hours of machines in the shop, and 
the fourth charge represents the balance of expense cost not absorbed 
in the machine charges. This may be included in the machine rate or 
added as a separate rate, and it may be necessary to divide this charge 
between machine labour and hand labour when both are at work in the 
same shop. The total expense attributable to the machine divided 
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by the number of hours that the machine is expected to work gives the 
machine rate per hour. 

In a shop having already a shop rate where it is desired to fix a rate 
specially for one machine or group of machines a plan readily adopted 
is to eliminate the items two and three above from the shop rate, and add 
the exact amounts applicable to the machine in question. 





The position in the shop now is as follows— 


No 1 SHOP EXPENSE ACCOUNT 
Dr For THE MONTH OF OCTOBER Cr. 


1919. | £ | $.;@. 1019. 
Oct 81/To Sundry Expenses, in- Oct. 31 









300 @ 10/- 150 
s» Shop Rate on Hand 











Oncost Suspense Aje 87| 4 — 


gea] —| - 























One factor included in the charges to the credit of this account does 
not appear on the debit side, and that is the charge for Interest on outlay 
involved in the machines. The necessity of this charge arises from the 
importance of fixing rates which will be a reliable basis of comparison 
between one machine and another, and if the element of interest were 
omitted the value as a comparison would be gone. This interest may ' 
be disposed of in three ways— 


(1) Allowed to stand in the shop accounts as a set-off against shop 
expenses ; 

(2) Carried to Office Oncost Account or General Profit and Loss 
Account ; 


(3) Eliminated by a reduction of each machine rate proportionately. 


In addition to revealing the amount of the shop charges not absorbed 
by the machines, the totals of machine time also serve for the record of 
idle time, whether caused by slackness of trade or machines being out of 
tepair. 

Idle time record is necessary in judging cost of one machine or method 
against another, and may be usefully compiled as a percentage on the 
total running hours. 
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IDLE TIME RECORD. 
' Macumes m No 1 Smor 
Wren Enprva 24ru OCTOBER, 1919. 



















Machine Rate Hours | Hours Amount Amount 
No. , Running, Idle. Earned. Lost. 
| S. d. 5. d. 
151 54- 40 » 8 i - = $ - = 
152 7]- 48 2 16 2 ~ 14 - 
153 5/- 43 6 10 15, - 15 = 
154 8/- 37 11 1416 - 48 ~ 
185 7|- 30 18 10 10 - 6 6 ~ 
405 25 =- = 











$ 
Idle Tume: 75 hours ont of 480 hours worked .... 15-86%. 


In certain cases an exceptional treatment of machine records may be 
required in order not to excessively load particular work. A machine 
may be in use only a fraction of the working hours but may be essential 
in order to carry out important orders ; the cost of the machine is thus 
incurred for the benefit of the plant as a whole, and the general rate 
must bear part of its cost ; in effect a rate will be fixed for such a machine 
on the basis of what it would cost if run a fair proportion of its time, and 
the fact that the machine is not actually earning its charge at this rate 
will be made up by a charge on the general Works Rate. 


MACHINE HOUR RECORD. 


Dept. .. 3 ser devs NOg ae Bidie Purchased........ 

: AVERAGE WEEKLY Costs. 
Cost na “ade Ma. aa nen ees Baer shed ase 
Estimated Life... 0 0. we. Annual Rate of Depreciation .. .. . nm. 
Additions . sia ea es ee 


—y 


























Total per average week... m ema sm ee es 
Average hours per Week... sesek cc aas E e eee 


Rats par HOUT oes bot levies Geavevinin ta. aaa oboe bee wie Gee hasten agate Toadies 
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Mass Production or Repetition W ork 
The methods of organisation known under this name have for their 
object the cheapening of production by— 

(1) Standardisation of work and processes, producing a high degree 
of efficiency and specialisation. 

(2) Employment of machines to the fullest extent in order to increase 
the product per employee. a 

(3) Arrangement of factory to avoid loss of time and labour in 
transferring work from one place to another. 

(4) Saving time by continuous work so that there will be no loss 
through the changing of jobs; setting machines. 

(5) Continuous flow of work simplifying wage systems ; oversight 
and routine. 

If these methods can be adopted ‘an increase of output for the same 
amount of capital will be obtained and the indirect expense will be 
reduced. The main difficulty then arises in adjusting different supplies 
to keep pace with maximum output without overstocking. 

In the initial stages of manufacture varying methods may be 
employed— 

(a) In the Foundry, costs will be made up as a separate daan 

(b) Orders for parts for stock will be put through in large quantities 
under Job Order Numbers. 

(c) Machines run continuously on standard work in processes. 


Stock Orders and Continuous Output 

The special feature introduced in the costing is that in the place 
of booking the time on particular work to its Order No., the operations 
which the work has to go through are scheduled and numbered and 
time and wages are charged to each operation number. One operation 
may comprise various processes and each may be numbered separately 
so that analytical records of cost at each process are available. Thus, 
if part “A” has to go through five operations, say Al, A2, A3, A4, 
A5, and in A5 there are ten processes, these will be A5-1, A5-2, A5-3 
and so on. 

A series of cards will show operations on each part. 


SERIES OF OPERATIONS. 





Article .. . sys No. 
Date commenced 
Withdrawn . ... Be ety 

Dept. | Operations. | Number. | 





| P 
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Another series of cards for each, sub-process will take the original 
entries from the wages (time or piece). cards ; these Process Cards will 
be summarised on Operation Cost Cards 


PROCESS COST CARD. 








Article g eos opin od ia No 
Operation may e ara 
Date No. | Wago. Producton. | Date. | No. | Wage. Production, 


atten cen 


























The time cards also show quantities passed by the inspectors at 
each stage. From these records the Operation Cost Card is written up 
week by week for every part manufactured, giving-— 

(1) The average wage cost in detail, of operations or processes per 
unit produced. 

(2) The material cost booked, to the same number also arrived at 
per unit completed. 

(3) Expense cost added at works or departmental rate. 


OPERATION COST CARD. 


























Article DoS No.. 
Pattern No. E E Date. . ; 
Operahon Average Average Average 
No Dept. se arial Cost. Cost. Cost. 
Total | 








A weekly comparison of wage cost is made to indicate possibilities 
of more economical workings. Spoilt work will be shown by records 
of pieces passed at each stage, and this cost must be included in 
calculating total expense of each operation. 

The supplies thus obtained will go into Finished Stores and other . 
supplies of finished parts will be purchased; from these sources the 
finished machines will be assembled. 
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Assembling 


The parts required are tabulated in a Material Schedwe, giving a 
detailed list of every part in the finished machine. 

The work to be done is also tabulated in an Operations Schedule 
following the numbering for parts adopted in the Material Schedule. 

Each operation may consist of several minor processes which are 
similarly tabulated on Operation Cards. 

A continual weekly record is then prepared as follows— 

In a Material Summary each part is priced out at its cost price—as 
purchased, or at factory cost if manufactured. 

In a Wages Summary is shown the cost of every operation (and pro- 
cess) accordmg to the time booked to the number representing that 
operation during the period divided by number of completed units to 
show cost of operation per unii completed for sale. 

Shop Expense Summary prepared from financial books for same 
period similarly divided, and an appropriate percentage may be added 
to wages at each operation to provide the amount of oncost required. 

The total of these schedules then shows total cost per unit week by 
week, and comparisons of fluctuations in cost of manufacture indicate 
possibilities of economy. 


Job Costing 

This method is also worked in conjunction with job costing methods 
where a machine is completed up to a certain point to standard pattern 
and then finished to suit customers’ requirements. 


(To be continued.) 





The Metropolitan College, St. Albans 


A NEW and enlarged edition of The Students’ Guide has been issued by 
the Metropolitan College, St. Albans (Prin Mr Hubert Grime, FCTS.). 

This interesting handbook contains complete information concerning the require- 
ments of all the recognised accountancy, secretarial and banlang examinations. 
The postal traimng provided by the College is of the most thorough and efficient 
description, and its students have proved remarkably successful The College has 
received the hall-mark of official approval, advantage having been taken of its 
SEN scheme for the traınıng of some hundreds of ex-Service men, who have 

ie pees and successfully prepared to fill valuable commercial postions Stu- 
pa of accountancy and secretarial work who are preparing for their professional 
examinations would be well advised to consider the excellent coaching facilities 
offered by the College. 
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A valuable artiole by a distinguished member of the accountants’ profession, discussing 
the basic principles of costing. 





Some Principles Governing the 
Ascertainment of Cost: 


By J. M. Farts, 0.B.E., FS.AA, F.O.W.A. 


Crea of some of the principles that govern the 
ascertainment of cost, entails consideration of some that should 
govern, and both logically involve some definition of the meaning 
of Cost. 

Unfortunately there is no common acceptance of its meaning, for 
—through the flexible fluidity of the English language, which has many 
advantages from a literary, but has many drawbacks from the technical, 
point of view—the word has multiple as well as ambiguous interpreta- 
tions; and the confusion that arises therefrom is increased when, the 
word is used as part of the phrase “ Cost Price.” 

This latter term, in popular parlance, generally means the difference 
between the amount paid for the acquisition of an article by its pen- 
ultimate seller, who, to the price paid by him, which is said to be 
equivalent to the cost to him, adds those elements of charge including 
. interest and profit which makes up the difference between the price 
which he paid for the article itself and the price for which he eventually 
sells it. 


Ambiguity of Economic Terms 


In economics and in accountancy other terms beside “cost” are 
often used in different senses. In view of the ever-growing importance 
of Industrial Economics, it is most desirable that the words used by 
economists and accountants should be harmonised, and should convey 
to the economist and accountant alike the same meaning. This confusion 
is worse confounded when the variation in meaning is not only between 
Economists and Accountants, but between Accountants and Accountants, 
for in Accountancy many terms (particularly those in Cost Accounting) 
are used vaguely and loosely. 

The first step in the progressive and reformed accountancy of the 
future should be the clarification and co-ordination of the terms 
employed in it. It is only by these means that further and continually- 
growing confusion in the sphere of industrial economics can be avoided. 
The absence of clear, definite, and precise meanings of terms and 
phrases used in the industrial sphere tends to accentuate differences as 
between the different interests involved in commerce and in industry. 

The simple word “cost” is often amplified into such terms “ cost 
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of working” or “cost of production,” or limited in meaning by the 
addition of qualifying words as “ prime cost,” “ actual cost,” “ direct 
cost,” “supplementary cost” ; but these are not recognised “terms 
of art,” and have ho strictly defined general meaning. 

The two words “cost” and “expenditure”. are often used 
indiscriminately and as synonymous. 


A Legal Definition 

‘In the course of a controversy in the Railway and Canal Commission 
Court as to the meaning of the phrase “cost of working the railway,” 
attention was called'to the indiscriminate use ofthese words. In a 
minority judgment, it was held that in the particular case the words 
must not be taken as convertible terms ; and the member of the Court 
holding that view, pointed out that .“‘ expenditure ” was a debit factor 
which referred to outlay only and was absolute, whilst “cost”? was a 
resultant and comprehensive factor, and was relative; and that to 
ascertain the cost of working a railway in comparative periods, some 
relative standard or unit of comparison must be taken. 

This view is, m the main, the view that is taken in accountancy, 
although “cost” is sometimes applied loosely to an: expenditure on 
matters to which no unit of cost can be applied: as, for instance, to 
the capital expenditure on those communal undertakings which are’ 
not operated mainly for revenue purposes, but for purposes which make - 
for the health and happiness of the community. 

The word “cost” is also sometimes taken as being synonymous 
with “cost of production”; and the question in such case naturally 
arises, at what stage or stages in the course of production or manu- 
. facture does cost of production terminate ? Is it to be reckoned in 
connection with each successive stage, or at the end of a series of stages 
of production or manufacture, or to terminate with distribution, or to 
be carried on to use or consumption ? 

In practice, it is often considered that the cost of an article is known 
when its prime or direct cost is ascertained, but this ascertainment 
is merely an intermediate stage in the evolution of the costs of 
production. 

In many cases, even the direct cost of production is not ascertained, 
or is ascertained merely in an empirical manner. 

In the practical working of cost systems, the point or points at 
which cost can be, or should be, ascertained must depend very largely 
not only on the technique of the trades and industries concerned, and 
on the stage of production, distribution, or use at which the business 
interest concerned ceases, but also upon the determination of what is 
the information that it is desired to obtain, and the particular purpose 
or purposes that it is hoped to subserve by the ascertainment of cost. 
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A Point of Cardinal Importance 


Whatever may be the stage at which cost is ascertained, or aiite 
may be the purpose to which it is intended to apply the information. 
when ascertained, it is of cardinal importance that the method employed 
should be an exhaustive one, and should not be a merely statistical 
analysis which may or may not be an exhaustive analysis of the total 
expenditure that has been incurred, or that has to be provided for in 
connection with production, manufacture, distribution, and utilisation 
of the commodity. 

It is this final and ultimate view of Cost Accounting which 
differentiates it from the.somewhat empirical system of Costings which, 
under the stress of war conditions, was adopted by the Government in 
connection with its purchase of commodities, and the apparently still 
more generously empirical methods it has adopted in controlling the 
price of various commodities. 

It is gratifying, however, to observe from the Fourth Report of the 
Select Committee on National Expenditure, that the War Office has 
recently adopted a system of Cost Accounting, and that the Committee 
recommends the application and adoption of that system in all 
departments of the Government. 

The ultimate view previously referred to does not, however, dis- 
regard the advantage that arises in ascertaining cost at different stages. 


Interest on Capital and Profit 

The costs at the various stages should represent not only expenditure 
in the direct and immediate sense of the term, but also those elements 
of interest on capital and profit which, under present-day commercial 
and competitive conditions, are a natural sequence to the use of capital. 
In the case of a purchaser cost will also represent the utilisation of the 
increased price opportunities that arise in connection with the operation 
of the laws of exchange value. 

Under present-day systems, cost of production as implying direct 
and actual expenditure without any element of interest or profit could 
occur only in a very small number of cases. 


“ Costs of Production 

The words ‘‘cost of production” do not very happily express the 
meaning that it is intended to convey; but until the science of indus- 
trial economics and the application of scientific methods to accountancy 
have made further considerable progress, and a new and more scientific 
terminology has been brought into operation, with the approval and 
concurrence of the various sections of the community who had to deal 
with these matters, it is necessary in the consideration of the subject 
to proceed on the lines of present terminology. 
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Mr. E. Garcke, one of the pioneers in the elucidation of the principles 
relative to Modern Cost Accounting, in a very interesting article that 
appeared in the Nineteonth Century and After in July last, dealing with 
a suggestion that he made for the pooling of profits as a solvent of 
industrial unrest, has dealt with what he called the “costs of produc- 
tion,” using the word in the plural so that it might be quite clear that 
he was not merely dealing with the cost of production as usually 
understood. 


Main Elements 

He gives a tabulation of the elements which enter into, or have 
to be considered with regard to the ultimate cost of a commodity, and 
does so under the heading of eight general factors, these being: Fixed 
Capital, Circulating Capital, Rights, Power, Material, Auxiliary Services, 
State and Local Government Services, and Contingency Services. 

As examples of fixed capital under the further sub-headings of 
immanent and renewable, he instances the outgo in the nature of 
interest arising from formation and preliminary expenses, acquired 
goodwill, freeholds, and kindred objects. 4 

Under renewable capital arise charges for the expenditure on repairs 
and renewals in relation to buildings, plant, and machimery and 
tools. : 

The claims of circulating capital are for charges in connection with 
interest on stock (commodities finished and in course of manufacture), 
on stores, and on money required for current purposes. 

Under the category of rights, royalties, charges in connection with 
leases, wayleaves, and similar rents or easements over natural resources 
have to be considered. 

Under the heading of Power, Mr. Garcke instances wages and other 
contributions in respect of manual (and presumably also machine 
labour) performed by skilled and non-skilled workers; also cost of 
producing or purchasing fuel and other energy in relation to coal, 
steam, electricity, heat, water, gas, and oil. 

The remuneration paid to mental workers in salaries, fees, and 
emoluments in connection with research, directive and administrative 
functions, are instanced through the wide range of activities of this 
character to be found in the largest business organisations. 

Under Materials are included the expenditure in producing, or the 
purchase price paid for, raw materials, or for manufactured parts for 
making up other commodities. 

Auxiliary services include payments or provisions in connection 
with insurance, publicity, marketing, and transportation. 

.Whilst in connection with State and Local Government services, 
expenditure on taxes, rates, tolls, and charges in connection with police 
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and other protection, with legislation, maintenance of roads, and for 
sanitation, have to be considered. 

Contingency services include provision or provisions set apart to 
cover risks of loss not usually covered by insurance, bad debts, dis- 
turbances due to war, panics and strikes, and supersession of processes 
as the result of competition or invention. In addition (so that the 
business may be maintained in its relative condition to other under- 
takings of a like character, or placed in a position to meet the altered 
conditions of trading generally), provision for expansion, development, 
and improvements of the particular business has to be borne in mind. 


Final or Ultimate Costs 


In the ascertainment of final or ultimate costs, therefore, many 
factors have to be taken into consideration which do not primé facie 
appear. 

In costing practice to-day, the main principles governing the ascer- 
tamment of costs in various branches of industry, such as those refer- 
ring to contracts, to multiple production, to process and departmental 
expenditure, and to transport and other operations are identical, but 
are necessarily varied in their mode of application ‘and in the detailed 
extent to which they are carried. 

- It may be necessary or desirable, owing to divergent necessities in 
different classes of undertakings and to the dissimilarities of purpose for 
which the results of the inquiry are to be utilised—whether for ordinary 
commercial and competitive purposes, for commercial and/or industrial 
co-operative purposes, or for obtaining information of a technical cha- 
racter, either with a view of improving the product, increasing its output, 
or reducing the expenditure on its production—for two or more of these 
purposes to ascertain the costs on the basis of two or more units of cost 
and to be able to state the result of their results in formulae which, while 
differing im the number and nature of its individual terms, will, in the 
aggregate, show the same result. 

Costs when scientifically ascertained permit of the knowledge of 
difference in the relative expendituré in making or producing the same 
or similar products under differing conditions of time, place, materials, 
parts, quantities or qualities, and with the use of machinery of differing 
character and capacity. 

A statement of cost which will satisfy future requirements will thus 
have to be both quantitative and qualitative m order to yield information 
as to comparative or conditional costs. 


Cost Accounting a Specialised Function 
Cost accounting will probably tend more and more to become in a 
greater or less degree a specialised function m accounting, for, although, 
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as has been well pointed out by Mr. Victor W. Branford, M.A., the 
perfectly equipped accountant ‘“‘ would possess a working acquaintance 
with the technical processes of every trade and industry, he would be at 
home with the mathematical apparatus of the physical sciences, he 
would be familiar with the laws of political economy and the conventions 
of jurisprudence and ethics,” the typical accountant still remains, and 
appears likely under present industrial conditions to remain a person 
of all-round qualities, borrowing his units of cost and other symbolisms 
from the industries and trades producing and distributing the economic 
goods, the continuous changes whereof in quantity, cost, and value 
during the cycle of their life-history it is his aim to record. 

An accountant with industrial experience and knowledge thus stands 
mid-way between the scientific economist and the practical man of 
business, supplying to both those “economies of actuality” which 
enable the one to survey the business world and surmise the economic 
tendencies of the times, and the other to apply the ascertained facts 
of his particular trade to the development of such modifications and 
improvements as may seem to be possible and desirable. 

This conception of the function of the accountant in the ascertain- 
ment of cost by scientific methods for the information of the indus-. 
trialist and the economist alike, implies in the determination of the 
units to be applied to the measurement of costs; and of the respective 
stages at which the cost should be ascertained, and as to the co-efficients 
which should enter into cost tabulations, his close co-operation with the 
technicians of industry and trade. 

It also implies his co-operation with the economist in the reconcile- 
ment of the words and-terms at present used alike, but with varying 
connotations by economists and accountants. 

Cost accounting and the mechanism of accountancy, however, are 
not yet sufficiently developed to make it possible for the practitioner 
immediately to give shape and form to the application of the ultimate 
principles adumbrated in preceding paragraphs, some of which, in fact, 
have not yet found general acceptance as principles. The next great 
. advance in cost accounting and its technique would seem to be in the 
consideration and discussion of the various methods of dealing with oncost 
and indirect charges; of the mode of discriminating between manual 
labour hour and machinery labour hour costs; of the incidence of the 
operative and idle hour of machinery; and of the controlling influence 
of time on cost. In such consideration the desiderata of the cost account- 
ing systems of the future should not be overlooked, and the paths selected 
and traversed should be such as will lead to their realisation. 








Ln this interesting contribution Mr. Cross effectively demonstrates how important a 
part the foreign exchanges play in the daily life of the nation. 


Foreign Exchange: Its Meaning, 
Importance and Significance 


By L. W. Onoss 


(2) Importance 


HE internal trade of Great Britain is financed through a system 

of clearing houses, of which London is the most important. It is 
this system which has made it possible for the domestic trade of the 
country to be carried on under pre-war conditions on the basis of 
about 4 per cent. currency and the remainder on credit documents. 

In the same way, the foreign exchanges enable the trade of the world 
to be carried on with the same comparative efficiency. The major portion 
of international transactions are carried through in three or four important 
centres, of which London is the chief. There is, of course, a definite 
distinction between the financing of domestic and international trade. 
There are factors which influence the financing of international trade 
which are not found in domestic finance, and the chief of these is the 
balance of indebtedness between different countries. This term is used 
in a wide sense, and includes all the various international debits and 
credits. If international finance were carried through purely and simply 
on the negotiation and collection of bills of exchange, there would arise at 
different periods of the year serious fluctuations in rates, which would 
almost inevitably mean the movement of specie. This, however, is not 
the practice. The mechanism of arbitrage and forward dealing acts 
in the same manner on the foreign exchanges as the fly-wheel in large 
power engines. The fly-wheel of a large generating plant absorbs the 
inevitable variations of movement and keeps the stroke of the engine 
steady, thus avoiding friction and consequent loss of power. In the 
same way, the international banker absorbs, by his operations, the 
various wide differences in rates of exchange that would arise by virtue 
of the seasonal movements of trade. We may illustrate this by the 
rate of exchange between England and France, which may be such 
that, if it is not corrected by the intervention of other influences, will 
mean the movement of specie to and from either country at different 
periods of the year when trade is either greater or smaller, according to 
the season. 

It will be realised how costly, and at the same time how entirely 
unnecessary, is such a continual movement of gold. The importance 
of the international banker at once becomes evident, and his opera- 
tions on the foreign exchange by way of arbitrage reduce to a minimum 
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the despatch of specie in settlement of debt. The French or English 
banker, as the case may be, will sell on another centre bills which he 
has in hand over and above his present needs, and will ask his corre- 
spondent to remit the proceeds to London or Paris to cover the drafts 
which he is drawing on that centre. In the normal course of events, 
this will result in the whole of the exchanges moving in a common 
direction. The practice of the Continental exchanges to move generally 
as a whole for or agamst London illustrates the efficiency with which 
commerce is served by the international banker, and how his operations 
tend to steady the financial situation. 


Credit and Foreign Trade 


The functions of trade may be divided into four separate groups— 
1. Production 
2. Sale 
3. Carriage and distribution 
4. Payment 


All these functions are absolutely necessary to commerce; but, 
without question, the most important in the efficient maintenance 
of foreign trade is the last, namely, payment. No manufacturer would 
think of trading if there were the slightest doubt as to the time or 
manner by which he was to be paid for his goods. Sound credit is the 
foundation of all foreign trade, and it would be almost impossible 
efficiently to trade with foreign countries if the machinery of the 
exchanges were not capable of working properly. The opening days 
of the war illustrated in a most definite and conclusive manner the 
truth of this proposition; and if it had not been for the special steps 
taken, the crisis would have resulted in a much more serious situation. 

-In these circumstances, everyone realised the transitory nature of the 
= “hifficulty and the demand on their patriotism to put forward their best 
to meet it. If, however, the crisis had arisen from an inherent defect in 
the foreign exchanges, the whole course of trade development would 
have been put back probably to the Elizabethan period. The result 
would have been incalculable misery, poverty, and distress of a kind 
that we are now witnessing in Central Europe and Russia. It is impos- 
sible to exaggerate the importance of the foreign exchanges to commerce, . 
or the necessity for commercial men to keep themselves aw fast with the 
movements in rates if they are to avoid the financial pitfalls that are 
developing for the unwary trader. 


Factors in International Finance 
It is probably not quite realised how important a part the foreign 
exchanges play in the average daily life of a nation. If we briefly 
analyse the operations that are necessary for the production of a book, 
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we gain an approximate idea of how impossible, in the present circum- 
stances, life would be without the intervention of the foreign exchanges. 
The raw material for the paper comes from Sweden; the lead for 
printing comes from, say, America; the raw material for manufacturing 
the ink comes from various places abroad; the raw cotton for sewing 
comes from Egypt or America ; the leather in its raw form is an imported 
article; the paste used in the binding is also a foreign commodity ; 
and the gilt ornamentation on the book is also, in its crude form, an 
imported article coming from one of the gold-exporting countries. Leaving 
out of account the subsidiary organisations like shipping and the railways 
that are necessary for conveyance—the greater part of the'taw materials 
for the manufacture of which must come from abroad—vwe see that, with- 
out the foreign exchanges, it would be impossible for the book to be 
produced in its present form. 


The efficiency of international finance is dependent upon-— 
1. The dimensjons of foreign trade. 
2. The diversity of foreign trade. 
3. Freedom from vexatious control—it must be flexible. 
4. Confidence. 
5. T pidity of turnover of credit. 


All these factors are essential to efficiency in foreign exchange ; 
but, assuming that the other factors are present in their right pro- 
portion, two elements that give to international fmance its delicacy 
and high ficiency are probably the diversity of trade and the rapid 
turnover of credit. 


England's Advantage 

Great Britain’s position in the international money market has been 
advanced, and is being maintained, by the diversity of her commerce. 
There are other powerful factors that have helped to create this situation ; 
but the fact that England trades with the world makes it possible for 
practically every country to operate on the London money market when- 
ever necessary, even though some of the transactions refer to dealings 
with other countries. This is an asset of considerable value to our 
manufacturers in their foreign trade, because the bankers here are able 
and willing to operate on a finer margin than would otherwise be possible. 
This margin may seem a small one from an individual trader’s point 
of view, especially the small man, but when it is applied to the millions 
of trade financed during the year, it gives an advantage to English 
commerce that must influence considerably the cost of production. 

Owing to the wide organisation of the English money market, and 
to the elaborate system of credit finance that has been evolved, the 
manufacturer need not remain out of his funds a single day after the 
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goods have been placed on the ship. He can make arrangements with 
the purchasers abroad to open here one or other of the various forms 
of banker’s credit. By this method of what, in general terms, may 
be described as revolving credit, the manufacturer may anticipate the 
sale of his goods in the foreign port and use the proceeds for further 
production; while the purchaser can fix his exchange rate and know 
definitely his commitment, and neither would be out of funds till 
delivery and perhaps actual sale of the goods. The banker, on his 
part, makes a short and a profitable investment. The importance of 
this element of rapidity in the turnover of credit in regard to the foreign 
exchanges is, that if funds are outstanding for long periods the exchanges 
are inclined to want in flexibility, and to become stiff and stodgy, and 
thus become a drag on the commercial development of a country. 


Discount Rates and the Manufacturer 


It has been the practice of commercial men to look upon the financial 
status of various countries as a matter of purely banking concern; but 
when it is realised that the rate of discount in a country is one of the 
elements in a manufacturer’s costs (especially a purchaser of raw 
material), it will be seen how important it is for the business man when 
a rise of 1 per cent. takes place in the discount rate of any particular 
country. For instance, the exporter of cotton in the United States would, 
or should, take into account the Bank Rate in England, because the bill 
which he draws against the goods that he is shipping will be sold in New 
York at a rate corresponding to the discount rate on this side owing to 
the fact that the buying banker, in remitting his bill to London, will have 
to obtain his funds by discounting the bill at the London and not at the 
New York rate of discount. ` 

Consequently, if rates rise in London 1 per cent., it will cost the 
cotton industry an extra 1 per cent. to finance its purchases and this 
will enhance the price of the goods manufactured. These increases in 
rates are sometimes the cause and sometimes the effect of abnormal 
movements in the exchanges ; but whatever the interaction, the result 
is the same—it influences trade. 


A Hint to Big Commercial Firms 

The following illustration will perhaps convey better than anything 
else the importance of the foreign exchanges to the commercial man. 
The incident is an actual one. A large public utility Company operating 
in Brazil, prior to the war had occasion to remit a large sum of money 
to England, but, owing to the weakness in the Brazilian exchange, a 
certain amount of loss would have been occasioned by buying sterling 
direct. The Company, therefore, took the somewhat unusual step of 
purchasing the staple commodity of Brazil, viz., coffee, to the extent 
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of the funds they desired to remit to London, and sold this coffee in 
New York. With the proceeds of the sale of coffee, they then pur- 
chased in New York, sterling on London, and by this method were able 
to get not only an improved rate with their milreis, but almost to bring. 
the result of the exchange up to parity. 

The importance of foreign exchanges to large commercial firms is 
very clearly demonstrated by such a transaction, and it can be said, 
without mpch fear of contradiction, that it is in this form of arbitrage 
that the commercial mind excels, and it would pay some of our large 
business houses to engage men specially to deal with such financial 
transactions. It would not encroach upon the domains of the banker ; 
but, on the other hand, as the operations must pass through their hands, 
it would help their profit and loss account. 


Stable Exchanges Essential 


If by any chance the foreign exchanges failed to function through 
inanition or through any other cause, it can be said with certainty that 
the whole fabric of commerce would receive such a blow that it would 
totter to the ground and it would be decades before it could be rebuilt 
again to its present dimensions. It is really an unthinkable proposition ; 
but if the exchanges ceased to operate, it would be almost impossible to 
feed this country and to provide the raw materials in the present abun- 
dance that is necessary for Great Britain’s highly developed manufacturing 
position. 
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The Fuel of the Future 


By JouN PHILLIMORE 


A GREAT deal is being said and written at the present time about 
industrial alcohol with reference to its employment as a fuel for 
motor vehicles. The writer is a firm and ardent believer in the future 
of power-alcohol, but it appears to him that unless both sides of the 
case are stated with more frequency and completeness, harm rather 
than good is likely to result from the vague and unpractical allusions 
to this fuel which are constantly appearing in the Press to-day. 

Mechanical transport is no longer a matter which touches only a 
few of us, irrespective of whether it interests or bores us; it concerns, ` 
directly or indirectly, every one belonging to the nation, and on it some 
of our chief hopes for future prosperity are based. In years to come it 
is possible even probable that electricity will prove to be the direct 
source of energy for road transport of every type, and alcohol the means 
of supplying this energy. The limitations of the electric chassis in its 
present stage of development are considerable, and cannot lightly be 
swept aside; such drawbacks as comparatively low rate of maximum 
speed and narrow radius of action being two of the most serious obstacles 
which have to be overcome or circumvented. 

The inauguration of an adequate and up-to-date system of electric 
power throughout the country—the importance of which cannot be over- 
estimated—-would go far towards smoothing the path of the electric 
vehicle, which even in its present stage of evolution is acknowledged to 
be the most efficient existing form of mechanical transport for certain 
classes of work. 

With a systematic organisation of charging stations and inter-. 
changing battery depots at suitable intervals along our main roads, 
regular services of electrically-driven vehicles could be run throughout 
the country. Alcohol could supply the power for the generation of 
electric energy,” and alcohol or alcohol-electric driven vehicles could 
serve to link up the smaller roads to the main arteries. It is probable 
that such a system would afford the cheapest form of transport con- 
ceivable to-day. Unfortunately, however, such an organisation is not 
to be achieved by the stroke of a pen, nor could it come before industrial 
alcohol is a fat accompls. 

In the meantime it is of great importance that everyone, whether 
motor owner or not, should understand the simple pros and cons of this 
question of industrial alcohol. The subjéct is manifestly a very exten- 
sive one, comprising as it does the consideration—snter alta—of the 
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creation of an Empire industry ; the development of land tillage through- 
out Great Britain and especially in Ireland; the possibility of reducing 
freightage both by water and by railroad; and the likelihood of in- 
creasing the productive qualities of the nation and decreasing the cost 
of living—both natural outcomes of cheaper transportation. 

The question is undoubtedly full of pitfalls but is equally full of 
allurement, and is intricate with technicalities. Nevertheless it is not 
difficult to follow the general outline of the advantages and disadvantages 
of power alcohol as a fuel for motor road transport. 


Sources of Industrial Alcohol 


As most people know, alcohol can be procured by distillation from 
any vegetable matter containing starch or sugar, and also from wood, 
the possible supply therefore may be taken as practically unlimited. 
The most profitable source in Europe has generally been found to be 
either potatoes or beetroot, by reason of the proportion of spirit obtain- 
able per acre. In France, Germany and the U.S.A. experiments in 
connection with the use of power-alcohol have been carried out over a 
number of years, and satisfactory results have been obtained, not only 
in the laboratory but under practical working conditions. This has 
been made possible owing to the fact that the Governments of those 
countries have realised the national importance of developing this 
industry, and have granted considerable freedom for the production of 
industrial alcohol on a commercial basis. 

Why is it that hitherto we of all people—far removed as we are from 
the world’s oil fields—-have lagged behind in this matter? Is it not 
due in the first place to the restrictions placed by the Government on 
the production of a fuel of this sort? Secondly, is it not also owing to 
our lack of thrift which, notwithstanding the chances which we have of 
creating an immense home and Empire industry, of keeping the money 
in our own country, of obtaining cheap light, heat and power, and of 
being independent of foreign supply, yet compels us to pay year after 
year enormous and ever-increasing sums of money to other countries 
for our oil imports ? 

Many people would have us believe that it is merely necessary to get 
the Excise regulations altered in order to have forthwith a national 
and limitless source of cheap power, and all the ensuing assets. Such a 
revolutionary change-over is a dream. The national employment of 
industrial alcohol can only come by broad-minded encouragement on 
the part of the authorities, hard work such as is entailed in the building 
up of any industry, and by the progress of years. 

Cheap fuel for motor vehicles will not be a reality in 1920, nor yet 
in 1921—unless indeed some entirely fresh discovery is made—but the 
difficulties of the problem are by no means insuperable. It must also 
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be borne in mind that we are far behind other nations in the matter, 
and that unless we make a really practical start in the near future, we 
shall get industrial alcohol, but supplied by foreign importation; in 
which case we shall be little better off than we are to-day. 


Its Advantages 


To take firstly the advantages which are offered by such a fuel, for 
use in internal combustion engines— 

(1) It is more homogeneous than petrol, and will mix with water. 

(2) Being a much less inflammable spirit than petrol it is safer to 
handle, a feature which affects insurance. 

(3) An engine operating on this fuel is quieter in running, 

(4) With the engine under load, the exhaust is purer than with most 
liquid fuels, such as petrol, benzole, etc. ` 

(5) Greater thermal efficiency is obtainable with alcohol, owing to 
the fact that a higher compression pressure can be used. 

(6) For the reason that it will stand a higher degree of temperature 
without self-ignition, it is admirably adapted for use with air-cooled 
engines, and this fact alone is sufficient to claim attention. 

(7) The explosive range of alcohol and air is much wider than that 
of petrol and air, and a more uniform effort is exerted on the crankshaft 
owing to the slower rate of flame propagation. 

The most obvious disadvantage of the use of industrial alcohol in 
this country to-day is the price. This is a matter which lies entirely 
with the Government, connected as it is with various regulations and 
restrictions. It may be added that the difficulty of rendering the spirit 
non-potable can be overcome as it has been in other countries. Other 
drawbacks are largely connected with present-day design of the internal 
combustion engine, and here is the point on which stress should be 
laid. 

The ordinary type of motor vehicle engine will run on power-alcohol, 
but in order to obtain anything approaching efficient results radical 
alteration in design is needed, as may be judged from the following 
facts— 

(1) Alcohol being a less volatile and ignitible spirit than petrol, 
easy starting of an engine is not obtained. This fault, in common with 
most fuels except petrol, is serious but is surmountable without much 
difficulty. 

(2) Since combustion takes place at a slower rate with alcohol than 
with petrol, it is necessary to employ lower piston speeds, otherwise the 
exhaust gases will not be pure, and deposits detrimental to the engine 
metals will remain. 

(3) To obtain power output from an alcohol engine equivalent to 
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that derived from -one run on petrol, it is essential to raise the com- 
pression pressure considerably, and to pass a greater quantity of fuel 
into the cylinder. The net result of this is that a heavier type of engine 
is required for use with power-alcohol. 

Manufacturers are not going to alter their designs of engine on the 
offchance that the Government will free alcohol for industrial purposes 
from the present hampering restrictions. Nor if the regulations shoul 1 
be altered to-day could they reconstruct their plans by to-morrow. 
Some years must elapse before alcohol is available in sufficiently large 
quantities to enable our transportation to be independent of foreign oil 
supplies, and some years must elapse before motor vehicles as a whole 
are built suitable for running on alcohol. It is therefore shortsighted 
and childish to expect to wake up one morning and find an efficient 
motor fuel which is at once cheap, home produced and easily obtainable. 





The First Essential Step 

But though we are confronted with these difficulties, it should be 
realised that they are not insurmountable, and that therefore industrial 
alcohol—containing as it does (so long as sunshine is untaxed !) an inex- 
haustible supply of energy transmutable into cheap light, heat and power 
—is bound to come. Whether it be foreign imported or produced in 
the Empire is a matter which rests with us. In the meantime, the 
change-over should be taken in hand without delay. The first essential 
step is for the Government to remove the restrictions and to offer practical 
encouragement for the distillatien of commercial alcohol throughont 
the Empire. Designers will then get to work. 

In the interval the thin end of the wedge could be inserted by the 
extensive use of alcohol in conjunction with other home produced fuels, 
such as benzole with which it will mix in any proportion. Incidentally 
it may be mentioned that this quality is one of the chief assets of benzole. 
It was in this way, by mixing 80 per cent. of alcohol with 20 per cent. 
of benzole, with the addition of a little napthalene, that Germany made 
herself independent of foreign oil imports. 

By using a mixture motor transport could be run with the minimum 
of alteration in engine construction, and this would not only tide over 
the years while the re-designing of engines and the creation of the alcohol 
industry were in progress, but would prepare the way for the more 
complete and general use of alcohol as a fuel, and would once and for 
all relegate the prevailing high level price of motor fuel to the realms 
of the past. 
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Table Talk on Business Topics 


By Dn. Hrs POWELL, Hditor of ‘‘ The Financial News” 


RHAPS there are few more heartening sights than a man in his 
shirt sleeves, pitching into the day’s work. It is woman’s misfortune 
that she cannot assume any corresponding lightness of attire. All the 
successful business men I have known have been shirt-sleeve men. They 
worked in normal garb up to a certain level of the thermometer, and 
then came the quick change. In the City we have nothing but admiration 
for him of the sleeves, though the tradition is different in the West. 
Years ago there used to be a high official at Somerset House who had 
a rooted dislike of shirt sleeves. It was the unwritten law that no 
subordinate must ever appear in his presence without his coat. On 
one occasion when an assistant had been hurriedly sent for, he entered 
in the prohibited garb. The delinquency instantly offended the eagle eye 
of the superior. 
“ Mr. ,” said he, “if you wish to discard your trousers, pray do 
not allow any consideration for my feelings to restrain you.” 


Ideal Bank Manager 


Dress, however, went for a great deal in those days. We are irres- 
ponsible now. Here is a little sketch, penned sixty years ago, of the 
ideal appearance of a country bank manager— 


“I am tall,” he writes, “and broad chested, with grey hair standing erect 
upon an ample and commanding forehead. My presence, I have often observed, 
im the bank of which I am manager, 1s sufficient to bring guilt and confusion into 
the face of a man who brings me a doubtful bill to discount ; while the heartiness 
of my laugh (the style of one’s laughter is a point greatly to be attended to), and 
the cordial way in which I can shake hands when I choose, has brought many a 
strong man’s account to the bank I have always been most attentive to my 
dress, and my costume has been the same for twenty years. I wear a black frock- 
coat, waistcoat of the same material, with dark-grey trousers. Since I was made 
manager of the bank I have carned a gold-headed cane, with which I walk to and 
from the office.” 





“ My costume has been the same for twenty years.” Let us hope 
he did not mean it in the literal sense. Two years ago somebody used 
somebody’s soap, and since then has used no other. Two years without 
a shave is bad enough, but twenty years without a change—— 

The late Mr. Panmure Gordon, one of the wealthiest and most capable 
stockbrokers of our time, went to the other extreme. He wore a new 
silk hat and a fresh pair of trousers every day. In the evening they were 
abandoned, and never worn again—at least, not by Panmure Gordon. 
Towards the end of his life he realised that his daily hat probably meant 
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a decent annuity for some hat-reversioner or other. To defeat that 
possibility, he put his foot for the future through the crown of every 
“topper” that he wore. Each morning saw a new “silk” donned, 
each evening saw its ruin. 


Yet They Could Joke 


To return to the model bank manager. One would imagine that 
butter would not melt in his respectable mouth. Yet those were the 
days of the practical jokers in banking, especially (give the Emerald Isle 
her due) in Irish banking. Mr. Haig Miller has one of the best of yarns 
in that connection. Near Sligo, there is a perpendicular or slightly 
sloping mountain called Ben Bulben, better known in Ireland than in 
England. About eighty years ago, a trader in Sligo, having exhausted 
all the legitimate and ordinary means of raising money, conceived the 
idea of floating fictitious acceptances, and with this object he forwarded 
to his English banker for discount several bills of exchange drawn on 
and accepted by Ben Bulben & Co. The London banker, not being 
acquainted with the acceptors, wrote to his Irish correspondent for his 
confidential opinion of the firm. The latter, treating the inquiry as a 
joke, replied that— 

“The parties inquired after are long resident in the locality, and are looked 
up fo as the most extensive landowners ın the district, possessing within their own 
lumits an inexhaustible supply of mineral wealth, and an unrivalled water-power 
In character Ben, the principal of the partnership, is what we call a stiff-necked 
sort of fellow ; and I have heard it said that, 1f his cap were on, he would not take 


it off to Royalty Although he is constantly ımbibing mountain dew, his steadiness 
13 undoubted, and as to his stability ıt cannot be questioned ” 


This description, though meant as a joke, was considered by the London 
banker as a bond fide communication ; and, though the bills were actually 
drawn on Ben Bulben & Co., a mountain range near Sligo, they were 
discounted. “When the facts ultimately ‘‘eventuated,” there was an 
interchange of torrid courtesies between the London banker and his 
Irish correspondent. 


Making the Inventory 

Reverting for a moment to the train of thought and reminiscence 
suggested by the heat and shirt sleeves, heat itself produces somnolence, 
as well as a desire to disrobe. Once upon a time, in the height of summer, 
a representative of one of the great furniture firms was sent to certain 
City offices to make an inventory of the contents. On the table of the 
“ chief's ” room was a decanter of whisky, from which the occupant was 
accustomed to take his morning “nip.” He thoughtlessly left the visitor 
to go on with the inventory while he himself went to lunch, forgetting 
the temptation on the table. When he returned the visitor was fast 
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asleep on the carpeted floor, holding in his hand the first two items of 
the proposed inventory— 

1) One empty decanter. 

f One large revolving carpet, 


The Lubrication of Business 


But dinner, it has been said, lubricates business, even if excess 
destroys the capacity to conduct it. The same lubricating power has 
been ascribed to tea, though my experience is that what is promoted 
is rather gossip than business. I could say more than that, but as this 
Magazine has many lady readers prudence restrains my venturesome 
pen. Still, on this question of dinner and business the wise man will 
remember the necessary limitations of the principle. Business is lubri- 
cated to the benefit of him who has offers to make, transactions to propose, 
deals to clinch Dinner, especially if reinforced by well-chosen wines, 
increases the receptivity of the man to’ whom a bargain is proposed, 
besides enhancing the flowery elements of the language in which the 
proposition is made. It has the same effect as the trained and dexterous 
eloquence of a man whose business it is to raise money for great causes, 
by playing upon the emotions of mankind. Was it Wilberforce, or who, 
of whom the story~is told that a hearer, fearful of his seductive eloquence,. 
had designedly come with empty pockets? Deeply starred by what he 
heard, he desired to give when the plate came round, but had not a far- 
thing on him. In despair he whispered the request for a loan to his 
neighbour, a shrewd and wealthy Quaker, but was rebuffed— 

“At any other time, friend, I would lend to thee freely, but just 
now thou art not in thy right mind, because of yon man’s words, and I 
will not lend thee anything.” 

In this case eloquence was the snare. At dinner a score of charms 
combine in their assault upon the “balance ” of the invitee-—the hock, 
the champagne, the port, the liqueur, the glitter of the glass, the beauty 
of the napery, the appeal to the aesthetic sense which is made by the 
flowers on the table. They work unitedly in the interest of him who 
proposes, clouding the sobriety of judgment of the other man. When 
you are told that dinner lubricates business, see to it that the oiling of the 
intellectual wheels is done in your interest, and not in that of the other 
party. 








New Business Terminology 
A curious word, “invitee,” into the use of which I dropped quite 
naturally. It is one of a whole group (like payee, mortgagee, promisee, 
donee) which the exigencies of business have brought into being to 
denote the passive party to a transaction, as distinct from the active 
originator thereof. And how greedily their significance is picked up by 
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the shrewd man, even if illiterate in the only sense of the word! Gilbart 
has a story to the point in the Logtc of Banking, with a countryman as 
a hero. Hodge was being cross-examined, and counsel, on the pounce 
for a bit of fun at the witness’s expense, asked him if he knew the difference 
between a mortgager and a mortgagee. 

“To be sure I do,” was the prompt reply. ‘‘ Now suppose I nod at 
you. I am the nod-er and you are the nod-ee.” 

I doubt if the difference between the active and passive forms has 
ever been better illustrated than by Hodge. 


From Fiend to Angel 


The Housing Bond appeals, when they come from avowedly Socialist 
local authorities, are certainly paradoxical in their character. As long 
as the thrifty man keeps his money on current account at the bank, he 
is only a selfish capitalist. When he consents to accept an annuity 
from the public for the use of it, he becomes a kind of Housing Bond angel. 
“When I criticised England frankly and severely at the beginning of 
the war,” said Mr. Bernard Shaw, “‘ the British people considered me a 
blackguard. Now that I have loaned the Government £20,000, and 
thus compelled it to pay me one thousand pounds annually for the rest 
of my life for doing nothing, they think I am a perfect gentleman.” 


An Investor’s Prayer 

While I am on Housing Bonds I am reminded of a seventeenth century 
Investor’s Prayer (quite genuine, by the way), which has quite a timely 
interest, especially as it relates to the counties that have recently been 
prominent in the Housing Bond campaign. Here it is, quite a gem in 
its way— 

O Lord, Thou knowest I have nine houses in the city of London, and likewise 
that I have lately purchased an estate in fee simple in the County of Essex. Lord, 
I beseech Thee to preserve the two counties of Essex and Middlesex from fires and 
earthquakes, and as I have a mortgage in Hertfordshire I beg Thee likewise to have 
an eye of compassion on that county. O Lord, enable the Bank to honour all ther 
bills, and make all my debtors good men. Lord, keep our funds from sinking. 

Amen 

Clearly our smug petitioner feared some such depreciation in gilt-edged 
securities as we ourselves have witnessed in the last few months. And 
if it had come, few people would have been sorry for him. He might 
have written the contemporaneous “ Diary of a Screw,” from which 
I take this edifymg morsel— 

To church with the wife. She gave sixpence, but they not asking me, I gave 
nothing. O, may we increase in faith and good works, and in the love of our 
neighbours | 

That species has largely died out, I believe. It has vanished with the 
drab eighteenth century whose soullessness helped to produce so repulsive 
a phenomenon. 
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The Farmer as Bear 

Very fruitful results would doubtless accrue from an inquiry whether 
the shortage of foodstuffs is due in any way to the persistence of restric- 
tions on market freedom. Possibly even the absence of the “‘ bear” 
from the Stock Exchange may be exerting a mischievous influence. 
The “bear” was always a useful brake on a falling market, and an 
ever-present check upon undue inflation. Yet in the pre-war days 
there were always fanatics who were clamouring for “‘ bear ” sales to be 
stopped. Obviously, if they were prohibited on the Stock Market they 
could not be allowed in other departments of business. But this would 
be awkward. An American lawyer once told a little story to show that 
short selling, or “ selling something you haven’t got,” is not confined to 
the Stock Market, and is not a practice to be condemned— 

“ Farmer Hank,” said the raconteur, “ being a thrifty and wide-awake man, 
poe a crop of what he thought would give him a fine profit, but a few weeks 

ter he read in the county gazette that, owing to the fine weather and other condi- 
tions in Europe, all the farmers had elected to plant the same thing as he had. 
He foresaw that prices for his staple would be much lower when all these crops came 
to be sold, so he decided, as the price was now higher than ıt would be later, that if 
he got a good offer he would sell his crop for future delivery. He struck a bargain, 
and sold his crop at a small receasion from the ruling price, and sat back and awarted 
developments, going to church every Sunday, and congratulating himself on. hus 
perspicacity.”’ 

The teller of the story went on to point the moral. He put it in this 
way: “Did the law go after Farmer Hank for selling something he did 
not have? No; the law did not interfere with this gentle son of the 
soil, for he had not speculated or gambled. He only did something that 
indicated that Farmer Hank was a prudent man. The moral attached to 
this little tale is that speculation enters into all transactions where the 
element of gain is sought—whether it be manufacturmg, farming, com- 
merce, or the banking business—and that if it were possible to eliminate 
it the wheels of progress would stand still.” And it is very likely that 
the checks and probibitions with which it has recently been surrounded 
have done much to stifle enterprise and shorten the food supply. 


The ‘‘ Fun ” of Business 


Some time ago I told the story of Cecil Rhodes’s reply to the boastful 
nouveau riche who talked of his picture gallery. Rhodes said he had 
one also—Cape Town docks, Rhodesia, and other pretty things were in it. 
Lord Leverhulme has matched this tale with another, showing that 
Rhodes was not a monopolist of the noble Imperial spirit which breaks 
out in a desire to fill the entire canvas of the world with the triumphs 
of the pioneer. Lord Leverhulme was reminded of a man named Tyson, 
who went out to Australia in the early days, and whom he met twenty- 
five years ago, when Tyson was then eighty years of age. He had taken 
sheep farms in Queensland, New South Wales, Victoria, South Australia, 
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everywhere, and anywhere. He had millions of sheep and cattle, yet 
lived as simply as most of his stockmen. When he was asked what was 
the use of working as he did, living as simply as his men, and apparently 
getting no pleasure out of his profits, he replied, “ That it was not money 
that entered into the matter; I put sheep where there were no sheep, 
cattle where there were no cattle, houses where there were no houses, 
white men where there were only black men before. That is the fun 
I get out of it.” 


One Sale a Year 


This was fun in the farm. But there is fun in the commercial room, 
too. Who was it told of the “ commercial ” who made one sale per year ? 
They had been bragging to one another in the hotel smoking room, a 
German-Jew “drummer ” telling of his own multitudinous successes as 
a vendor. All spoke except one man, and the Jew pounced on him— 

“ You hafri’t told us vot you do, mein frent. Eferypody must shpeak 
in dis exberience meeting. How many sales do you make?” 

“ Well, if I make one sale a year, I think I’m doing pretty well.” 

“Von sale a year,” exclaimed Aaron’s Teuton progeny. “Von sale 
a year! Vy, vot do you travel for?” 

“ Suspension bridges.” 


A Case of Identity 

The ‘‘ commercial” is generally well known in the district where he 
makes his round, but as for the rest of us, we sooner or later are pretty 
sure to have the painful experience of wanting to pay a bill at an hotel 
where no cheques are accepted, though our “ready” has run short. 
This was once the dilemma of the late Sir Hiram Maxim, of Maxim gun 
fame. The sea-side hotel proprietor declined to accept his cheque. He 
was very sorry, but he had no assurance of the identity of his guest with 
' the real Sir Hiram Maxim. Things looked a trifle awkward till Lady 
Maxim thought of the penny-in-the-slot mutoscope on the adjoining pier. 

“Tf you go down and put a penny-in-the-slot,” said she, “ you will 
see Sir Hiram firing a Maxim gun before the Shah of Persia.” 

The proprietor went, inserted the coin, saw the exhibition, returned 
full of profuse apologies and accepted the cheque. But then we are not 
all in the mutoscope, are we? 


Business Poster Perils 

The mutoscope told the truth. It could do nothing else. But the 
business poster should always be submitted to a friendly expert critic 
where the picture contains details that offers any possibility of technical 
error, otherwise disaster may supervene. Not long before the war a huge 
railway poster, in colours, was issued, depicting the glory of a certain 
“ down express.” It was travelling at full speed past signals set against 4. 
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A “ Dick Whittington ” pantomime, some fifteen years ago, was adver- 
tised by a picture of the future Lord Mayor seated, with his cat, at the 
Highgate Stone and looking out over London. In the distance was 
St. Paul’s with a dome, a superstructure which it did not possess until 
more than two centuries after Whittington’s time. When Sir Edward 
Poynter painted “Israel in Egypt,” he depicted a multitude of Jewish 
slaves drawing a gigantic sphinx. The late Sir John Hawkshaw, looking 
at the picture with the critical eye of an engineer, and calculating the 
weight of the sphinx, remarked ‘“ My dear fellow, they couldn’t move it. 
You must double your number of Israelites at least.” And Sir Edward 
had the sense to do it. 


The Other Way Round 

An Australian friend, who has read (apparently in Australia) the 
allusions in *“‘ Table Talk ” to the late Sir George Reid, tells me I ought 
not to represent the late High Commissioner as always being “‘ top-dog ” 
in the battle of repartee. That is quite a just observation. Sir George 
did occasionally—very occasionally—come off second best in these encoun- 
ters. Indeed, he never concealed the fact. He would tell stories against 
himself with as much zest as those of a contrary tendency. He recounted 
to me that once, speaking up country in Australia, he was urging thrifty 
habits upon his hearers. He (a perfect mountain of a man, be it remem- 
bered) expounded the necessity of preparing for the inevitable change’ 
lest it should come like a thief in the night. Becoming more colloquial, he 
became also more personal. ‘If I died suddenly, where would J be?” 
(A voice: “Then the fat would be in the fire, Géorge, wouldn’t it ? ’’) 


A Forgotten Advertisement 

Harking back for a moment to the evergreen topic of advertismg,— 
in the reminiscences which he has just published, Mr. Kennedy Jones 
(the co-founder, with Lord Northcliffe, of the Datly Mail) has an excellent ` 
advertising story. Something like a century ago an Ish journalist 
wanted a pronouncement in favour of potato-growing from a public man, 
and a colleague in the gallery of the House of Commons undertook to 
supply it. He chose William Wilberforce, who was short of stature, 
as the laudator. Wilberforce, greatly to his own surprise, was pores 
to have said in the House— 

“ Potatoes make men healthy, vigorous and active, but what is still more in 
their favour, they make men tall. I am led to say this, as, being rather under the 
common size, I lament that my guardians did not foster me on that genial vegetable ”’ 

To prevent misapprehension, it may be desirable to add that this 
advertising experiment was tried in days very different from ours. Any 
repetition thereof, with a view to spreading a wider knowledge of some- 
body’s pills, or somebody else’s breakfast food, would infallibly mean 
a term in the clock tower, close under Big Ben, for the rash experimentalist 
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Reviews 


The Real Wealth of Nations 


By Joms 8. Heont, Follow of the Royal Hoonomwo Society, (London: Harrap. 
15s. net.) 


Mr. Hecut is one more of those who seek a new world. He breaks away from 
tradition, especially the Adam Smith tradition. He is a stern critic of trading 
as the cause of wealth, and indeed the best of his book is the fierce light which 
he throws upon the complex organism which civilisation has developed to come 
between production and ultimate distribution. He has many a strange claim 
to make; and though he startles us again and again, the reader will do well to ` 
cast away prejudices and consider this new theory of wealth carefully. He makes 
Karl Marx's theory that value is derived from labour deducible from the orthodox 
doctrine that it ia dependent upon demand, which itself gives us a little shock, 
though when we take Mr Hecht’s point of view we are able to see that there is 
something in his contention. In truth, it is based upon a clear distinction 
between necessities and luxuries. The Marshallite view of marginal value may 
be admitted to be more applicable to luxuries than to necessities, if we accept 
Mr. Hecht’s distinction; but for all that the distinction is to be examined care- 
fully. The things with which I am surrounded at this moment are not easily 
„distinguished as luxuries or necessities. The flowers on the table, the fountain- 
pen in my hand, the water-colour on the wall, the pianoforte in the far corner, 
the shelves of books (most of them, alas, containing the effete works on Economics 
on which Mr. Hecht pours such scorn}—I am not sure that I should like to regard 
them as luxuries, leaving as necessities only the bread which I ate at dinner, and 
not the cold salmon or the salad or the benevolent cup of coffee afterwards. 

Still, the old economists did talk of trade as if it were the final good, whereas 
it is the exchange of products, and ıt is uction which matters; and the 
clear valuation of products will lay “price” on one side and find a different 
criterion. One who cannot regard economic laws as 8o simple as Mr. Hecht would 
state them to be, can certainty believe that future progress will be something in 
the direction which he indicates. Sooner or later we shall regard wages from the 
point of view of true value, even though we do not divide them into living-wage, 
dirty money—an unpleasant term for the wages for unattractive occupations— 
and wealth wage. Sooner or later, too, we shall emphasise the worth of produc- 
tion as com with the worth of trade. Without touching upon the vexed 
question of Protection versus Free Trade as currently discussed, we may admit 
that there is something in Mr. Hecht’s theory that the encouragement of skilled 
labour at home and the discouragement of unskilled labour are obvious duties 
on the State, so that the export of skilled products would be helped and the export 
of unskilled products be hindered. Some will ask if Mr Hecht’s ideas are prac- 
ticable. It is a legitimate question. They are revolutionary. They involve 
Government interference on a grand scale. They involve something like the 
mediaeval idea for necessities of a “ Just Price.” They involve such drastic action 
as the licensing of middlemen, in which he includes mmers, transport workers, 
merchants, ong gpa and others, and their gradual reduction in numbers. 
Tt looks s a big venture, but it would be a bigger venture to describe it as 
impossible. 
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Correspondence 


To THE Eprror oF ‘' BUSINESS ORGANISATION AND MANAGEMENT ” 


CURRENCY AND THE NATIONAL DEBT 


.  SrR,—With regard to fhe rational system of currency suggested by me under 
the heading “ The Money Market and British Trade,” which ap in these 
pages recently, it will be of interest to those readers who ise in financial 
problems to analyse the result of a scheme whereby the National Debt could be, 
so rt is urged by some, paid off by exchanging currency notes for War Loan holdings. 
It has been seriously suggested to the writer that the debt of £8,000,000,000 
could be liquidated in this way, and the argument put forward is to the effect that 
since one form of National Credit 1s as good as another, an exchange of Treasury 
„Notes for War Loan would abolish the necessity for paying (400,000,000 in annual 
interest. g 
Now the chief thing to remember 1s that an exchange of this kind would add 
£8,000,000,000 to the purchasing power of the country. The holders of the newly 
issued Treasury Notes would either invest the notes ar spend. Consequently every- 
thing in demand would go-up in price. The amount of money invested in new 
concerns or in developments would be limited to the available amount of labour 
not previously employed, but assuming £1,000,000,000 was absorbed in this way, 
the question arises as to what the holders of the £7,000,000,000 can do with their 
money. They would all want to be getting interest and consequently the compe- 
tition and demand for existing investments would raise the price of shares enor-. 
mously——{1 share earning 5% would probably sell for £10 because it would yield 
somes dividend. But the trouble would not stop there. Those who sold at a big 
profit would also want to invest, but the high prices of irvestments would tempt 
many to spend. Some would buy property ; result—up would go the price of 
. The thrifty would probably wish to bank their money. But the banks 
would be unable to find use for the money, and they would not pay interest on money 
lying idle, and would refuse the money The result would be a large quantity of 
paper lying idle, and high prices all round. 
The moral from this 1s that any addition to purchasing power not backed by 
goods must raise prices. Money should be issued freely for purposes of production, 
but the liquidation of the National Debt is a question of taxation. 


Yours, etc., 
S. Howarp WIrHey. 


« 


24% MONTHLY ACCOUNT. 


S1r,—Re your remarks on 2}% monthly account It is generally accepted | 
in the stationery trade between wholesalers (or manufacturers) and retailers that 
goods bought in one month (say June) would become due for payment during July. 
A few firms specify a certain date such as the 20th or 24th, but payment between 
the 24th and 28th 1s much more usual. 

It us interesting to note how this varies in its interpretation in the different 


trades 
Yours truly, 
2nd June, 1920. J. Lack. 


From a Painting by Sir William Orpen 


MR. VIVIAN H. SMITH 


Governor of the Royal Exchange Assurance Co. 
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NOTES OF THE MONTH 


Boo is the greatest game in life, because it is a game in which 
no one need be a loser.—LORD LEVERHULME, at the irs-jubslee dinner 
of Messrs. F. S. Cleaver & Sons, Lid. 

* * * 

Messrs. Dick Kerr & Co., the well-known electrical engineers of 
Preston, started the experiment some three months ago of allowing 
their men to smoke for 15 minutes each morning and afternoon without 
any stoppage of work. The scheme has proved so successful that the 
firm now allow the men to smoke from 9.30 to 11 a.m. and from 2.30 
to 4 p.m. 

* * * 

Sir Eric Geddes has been much criticised, but he has done at least 
one good thing at the Ministry of Transport, according to Mr. A. Emil 
Davies, an authority on railway finance. He has compelled the railway 
companies to compile statistics which will enable them to be compared 
in efficiency, costs, etc., with the railways of every other civilised country, 
which have had these statistics for years past. 

* * * 

Cancellations of contract have reached alarming proportions of late, 
and manufacturers are seriously concerned. In the wool textile trade 
there are so many offending customers that the Woollen and Worsted 
Trades Federation has decided to establish a “ black list ” of defaulters. 

* * Lal 

Under a new scheme established by Messrs. De La Rue & Co., which 
gives an important stimulus to the medical care of workers, the firm’s 
employees have the advantage of the highest class of consultant and 
specialist treatment at greatly reduced fees. Well-known physicians, 
surgeons and specialists have agreed to act for the firm under contract, 
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and a further scheme to establish a special nursing home is under 
consideration. 
* * * 

Dr. Ellis Powell, Editor of the Financtal News, and the genial 
contributor of our popular monthly “ Table Talk on Business Topics,” 
is one of the London delegates to the Imperial Press Conference at 
Ottawa. His September and October contributions will therefore reach 
us from Canada. 

* * * 

There was an unusual ceremony at Northwich on the 10th July, 
when over 1,000 of the technical and commercial workers of Messrs. 
Brunner, Mond & Co. presented the Directors with an illuminated 
address, and the Chairman, Mr. Roscoe Brunner, with a silver salver 
in recognition of the firm’s generous treatment of its employees. 

* * * 


The man who takes no holidays loses his health earlier than he need ; 
the man who gives no holidays loses his money. Holidays are essential 
to life on the active plain. They are no more a luxury, taken or bestowed, 
than sleep is a luxury.—The Medscal Correspondent of “ The Times.” 


* * * 


Labour's Candid Friend 

The candid friend never hides an unpleasant truth, and there was 
a certain frankness about the little homily to Labour delivered by the 
Rt. Hon. G. H. Roberts, M.P., at the summer convention of the Indus- 
trial League and Council, which demanded some degree of courage in 
the speaker and will hardly be relished in Labour circles. The fact 
that the homily contained more than a modicum of truth, and came 
from one who has rendered conspicuous services to his class, and whose 
motives are therefore above suspicion, does not make the dish any more 
palatable. In plain language Mr. Roberts accused a considerable section 
of the workers of not pulling their weight. He instanced the miners 
and the bricklayers in particular, but pointed the moral of his remarks 
in other directions as well. “ If they got fair wages and good conditions 
it was the duty of the workers to give of their best, otherwise history 
would rank them with the profiteers they so glibly denounced.” He 
added that when they got down to the bottom of high prices, it resolved 
itself into this: that they were not pulling their weight, and until they 
created or produced more they would leave this problem of high prices 
untouched. The solution lay in their own hands. 

Mr. Roberts insisted that there was a pomt when they could get 
nothing more out of industry, and they were perilously near that mark 
with some of our industries to-day. Dramatic emphasis of the truth of 
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his remarks is provided by the recent closure of Taddy & Co.’s tobacco 
factory on account of the impossible demands of the employees. It is 
a melancholy fact that there is a general feeling of apprehension and 
insecurity among manufacturers at the present time, and that for a variety 
of reasons the immediate industrial outlook gives cause for grave anxiety. 


* * * 


The Status of the Commercial Clerk 


The commercial clerk has always in our opinion appeared unneces- 
sarily apologetic and self-deprecatory in his attitude towards the rest 
of the community, and he has fared badly on the whole in that general 
reassessment of social values which has taken place under reconstruction. 
The importance and worth of the particular service he renders to society 
seem to have been consistently under-rated. In former days the 
average clerk had greater pride in his avocation, and, fatuously perhaps, 
considered himself “a cut above ” the ordinary working man, and though 
the latter in his heart regarded the clerk with a measure of contempt 
as a Mere non-producer and an unorganised and economically helpless 
unit, nevertheless the financial status of the clerk was probably slightly 
superior to that of the workman. Time brings its revenges, and the 
highly paid skilled tradesman has now left the average clerk far behind 
in the race after prices. Of the various factors which account for the 
temporary financial eclipse of the clerk, lack of organisation is probably 
the most important. It is therefore a sign of the times that the com- 
mercial clerk, along with the Government, the municipal, the bank and 
the insurance clerk, is at last waking to a realisation of his anomalous 
position, and is tumbling into his National Union at the rate of 3,000 
a month. 

* * * 


A Startling Agreement 


It will interest readers of this magazine, who are frequently the 
arbiters of clerical salaries, to hear that the Union, by agreements with 
employers, have obtained for their members increases of salary totalling 
£3,000,000 per annum. One such agreement with a firm in the iron and 
steel trade secures for the clerks a junior scale of 35s. at 16, rising to 85s. 
at 21, and a senior scale commencing at 90s. and rising to £10 10s. by 
annual increments, together with a share in the prosperity of the company 
through a sliding scale. The agreement further provides for a 38-hour 
week, payment for overtime, increased holidays, and the recognition of 
a staff committee. Such a scale, though it does no more than bring the 
clerk’s pay into equitable correlation with the wages of the skilled 
tradesman, will startle many employers who obstinately believe in the 
cheese-paring policy of buying clerical service in the cheapest market. 
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But is not the efficient modern clerk surely entitled to rank as a highly 
skilled employee? He is expected to be familiar with commercial 
correspondence (including shorthand, typewriting, indexing and filing) ; 
he must know arithmetic, book-keeping, the details of costing, postal, 
railway, and shipping arrangements, and do the hundred and one other 
things that form part of the routine of a busy office; and though some 
of these are considered ‘‘ mechanical” operations by those who do not 
perform them, a little experience serves to convince most employers 
that if judgment and commonsense are not combined with energy in 
their execution costly mistakes are certain to follow. The cheap clerk 
is rarely worth his little money, and the employer who denies himself 
reliable clerical assistance handicaps himself severely in competition with 
other firms, and rarely knows as much about his business as a few good 
clerks would enable him to find out. 


* * + 


Factory Farms 


“The farm on factory lines is already beginning to establish itself 
in England,” notes the agricultural correspondent of the Daty Masi. 
The pioneers of this interesting innovation in agriculture are the very 
remarkable family of Dennis. 

They have a factory farm in Lincolnshire—with its centre at Kirton—of such 
proportions that the capital is in milions, and the huge sum of £20,000 was last 
year distributed among workmen on a profit-sharing system. They sell therr 
own goods in London markets, and the cultivation is so intensive that £60 an 
acre was last year gathered from a good many acres. ion gale eeepc 
organisation suggest a modern factory in all details, and resemb 
those wonderful H farms, one of them 70,000 acres in extent, which 
possess their own ways, ther own sugar factories, and their own tool and 


The principle of profit-sharing has also been most successfully adopted 
by landowners in other counties, notably in Essex, while the Agricultural 
Organisation Society (40 Broadway, S.W.1) have helped dairy farmers 
in the West of England to secure all the advantages of a united business. 


* * * 


The Priestman System and Increased Production 


So incessantly has the necessity for increased production been preached 
and with results comparatively so small in the aggregate, that the layman 
has been tempted to ask : Can production be increased ? The workman, 
for his part, asks ‘‘ To what end ?” and clings to his belief that increased 
production is just a master’s dodge to swell profits. The Priestman 
scheme of Payment by Results which has been in operation for three 
years would seem to answer both the above questions satisfactorily. 
The scheme is simple, yet in its simplicity different from other schemes 
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in that it has a truly co-operative and not an individual basis like piece- 
work or premium bonus schemes. It has the blessing of the trade unions, 
infringes no trade union privileges, and does not cut away the right to 
strike. Operated through a Works Committee that meets monthly, 
the scheme is based on the principle that if a number of men on ordinary 
day-rates of pay are capable of producing in a given time a certain quan- 
tity of finished machinery, called the “ standard,” then if, without adding 
to the number of men employed or the hours worked, by greater indi- 
vidual effort output is increased, the day-rate wage can be supplemented 
by a percentage equivalent to that by which the actual output exceeds 
the standard. Thus, if a man’s weekly wage were 50s., an increased 
output of 20 per cent. would give him 6)s.; of 30 per cent., 65s. ; of 
40 per cent., 70s.; and so on. The output is calculated at the end of 
each month, and the amount represented by the increase tacked on to 
the day wage each week during the next four weeks. The records of 
output come before the Works Committee for confirmation before pay- 
ments are made. That in itself tends to inspire goodwill. The system 


can be applied to almost any trade. 
“ * * 


Overhead Charges and Efficiency 


There is a popular idea in this country that the lower the ratio of 
overhead charges to the cost of the finished product the greater 
is the degree of efficiency, and the capacity to reduce these apparently 
unremunerative expenses to a minimum has almost’come to be a test of 
successful management. But business men do not so readily accept 
this form of reasoning in America. Mr. F. J. Marquis, M.A., Secretary 
of the Boot Manufacturers’ Federation, who has been studying American 
methods on the spot, describes in the Times Trade Supplement many 
striking variations from generally accepted English methods and ideas. 
He found in most of the larger factories costing has been reduced to a 
science. The firm’s costings represent what the shoes are actually 
costing and not what someone hopes they will cost; and the profit 
aimed at in the costing is obtained. Further, Mr. Marquis says: “The 
American shoe manufacturer is not afraid of overhead charges; he 
believes that his staff of clerks can be made to pay; and he keeps a 
considerable staff of such labour constantly engaged in watching and 
recording output, checking costs against costings, and generally ensuring 
ie ee ee 
the principals are at once informed of the fact.” 

The American manufacturer is convinced that m a factory of 1,000 
operatives it is a profitable Investment to employ a few clerks to secure 
continuity of production. He believes in leaving nothing to chance, 
and the overhead staff is the instrament for securing certainty. “I 
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found that the percentage of overhead charges due to the payment 
of salaries went as high as 19 per cent.; but,” significantly remarks 
Mr. Marquis, “in the firm in which it was the highest the management 
had perfect knowledge of all that's was happening in the group of factories 
under their control.” 

* * -x 


American Methods of Co-operation and Staf Training 

Although the American is out to make a big concern and a big fortune, 
he is an individualist who believes in the co-operation of all engaged in 
the industry. Special knowledge placed readily before Mr. Marquis, 
was apparently almost as freely at the disposal of the firm’s competitors 
in trade. It is customary in the United States for a firm to ask for any 
information it requires— 

I came across an example of this spirit of co-operation which perfectly instances 
the temper of the trade there. One firm making a heavy grade shoe, found that 
a competing house, which had been engaged in that branch of trade over a much 
longer period, was able to produce an equally aie shoe at a considerably lower 
price. After several experiments and much struggling with costings, the prin 
of the newer firm telephoned the principal of the older one and stated his difficulty. 
He was at once invited to come round and inspect the costing. 


The Americans have seen the folly of selfishness. “You can’t get 
a corner in knowledge,” they say, and this frank and direct method of 
co-operation is found to sharpen initiative. In the factory there is 
a similar spirit of co-operation between the management and the rank 
and file of labour, and in many factories a staff of instructors is retained 
to teach the women who entered the factory without technical knowledge 
how to perform the work for which they had been engaged. These 
instructors were often women, most of whom had received a college 
training, and had entered the factory as operatives and trusted to their 
superior education to enable them to rise rapidly in the organisation. 
“In the McElwain firm,” says Mr. Marquis, “I found a young lady of 
this type holding small classes in which to instruct both men and 
women how to deal with the problems that would face them when they 
became part of the management.” This principle of instruction is 
characteristic of American factories, and it is found to be a sound business 
proposition. It is obvious that employers of this type have little to 
learn of sound principles of business management, and their methods 
point the way to developments which might well become both popular 
and profitable in this country. 


* * * 
London Society of Chartered Accountants 
At the recent general meeting of the Institute of Chartered Account- 


ants there was a strong expression of opinion upon the need of a Society 
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of Chartered Accountants for London, similar to the successful provincial 
societies in Liverpool, Leeds, Manchester and other large towns. The 
war has brought new conditions in the world of accountancy as else- 
where, and with the greatly increased interest in the scientific manage- 
ment of business, the position and status of the professional accountant 
have correspondingly developed. . It is considered that London and the 
Home Counties have a special point of view that should be expressed 
in unison on questions affecting the profession, and therefore a company, 
limited by guarantee, has been formed under the title of the London 
Society of Chartered Accountants in order to give members of the 
profession an opportunity of expressing their views. A committee has 
been formed of which Mr. Charles Comins, F.C.A., is Chairman, -and 
Mr. H. G. Walton, 50 Cannon Street, E.C.4, is Secretary. Circulars 
explaining the objects of the society have been posted, and applications 
for membership are invited. 
* + * 





New Taxation in France 

The burden of taxation in this country is sufficiently heavy, and 
we are often told, sometimes no doubt quite truthfully, that it is driving 
capital out of the country, but France is hardly likely to prove a refuge. 
Some of the new taxes on which the Senate and the Chamber have just 
reached a tardy agreement are calculated to make the ordinary French 
business man “sit up and take notice.” According to Mr. John Bell, 
the able Paris correspondent of the Datly News, industrial and commer- 
cial profits are taxed 8 per cent. and agricultural profits 6 per cent., 
while there is also a tax of 1 per cent. plus a tenth part of a franc on the 
total turnover of businesses. The votaries of pleasure are laid under 
heavy contribution. Theatres, café-concerts, symphony ‘ concerts, 
cabarets and exhibitions will be taxed 6 per cent. on the gross receipts ; 
music halls, fencing and billiard matches, cycle races 10 per cent. ; 
cinemas from 10 to 25 per cent., according to receipts; dancing halls, 
skating rinks, tea and supper concerts, wrestling matches, 25 per cent., 
while the same tax is levied on 20-franc seats at boxing contests, and 10 
per cent. on seats below this amount. Owners of motor cars will have 
to pay from 100 to 500 francs a year, according to horse-power. In 
addition to ordinary income tax, bachelors and spinsters, and married 
couples without children after two years of marriage, will pay heavy 
additional taxation. 

* * * 


The Employee as Capitalist 
Mr. Frederick Mills, Chairman of the Ebbw Vale Steel, Iron and 
Coal Company, one of the most important corporations of its kind in 
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the kingdom, has the well deserved reputation of being an enlightened 
employer who combines great business acumen with a sympathetic 
understanding of the workman’s point of view. His speech, therefore, 
at the company’s annual meeting recently, in which he boldly suggested 
that there was nothing to prevent the employee from becoming his 
own capitalist at the present time, deserves the thoughtful consideration 
of both sides. Mr. Mills showed that the workmen employed at the 
Ebbw Vale Company could obtain control of this vast enterprise very 
easily. To purchase a majority of the shares would cost the 34,000 
men employed no more than {29 5s. 3d. each. This would give them 
voting control over the undertaking, and would enable them to run it 
on ‘their own lines. Most of these men are highly paid employees, who 
would find no difficulty in raising or saving within a short time a matter 
of £30. The Telegraph points out that the idea is capable of great 
extension, and raises interesting possibilities. By encouraging the 
worker to become a capitalist himself he would be induced to rally to 
the support of the capitalist system. The cotton operatives, the miners, 
and other bodies of workmen, most of whom are better off than they 
have ever been before, could easily acquire investments of this kind, 
given the will to save, and such a transference of property would 
undoubtedly have a profound influence on the course of industrial 
development. Whether it would be altogether to the advantage of the 
capitalist system, as is lightly assumed by our contemporary, is perhaps 
open to argument. But it is certain that effective control of industry 
could be more easily obtained in the direction indicated by Mr. Mills 
than in any other way. We should not be surprised if some tendency 
of the kind were already in existence. Cotton workers are known to 
have taken a keen interest in the recent activity in cotton shares. 
Again, there were never so many small investors as now; and as know- 
ledge of the principles and machinery of investment spreads among 
the “new rich” they may be expected to become more and more alive 
to the opportunities for direction and control which they already enjoy 
under the joint stock principle. As to what is likely to happen when 
this knowledge fully dawns upon the intelligence of working men 
generally would be an interesting speculation, but lack of space 
forbids. 


* * * 


The Government's £26,000,000 Trade Scheme 


The details of the Government’s scheme authorising the Board of 
Trade to grant credit and undertake insurance with the object of 
stimulating trade between Great Britain and certain European countries 
impoverished by the war, came in for considerable ciiticism on the 
second reading of the Overseas Trade (Credits and Insurance) Bill in 
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the House of Commons. Curiously enough, the revised conditions 
governing the administration of the scheme had already been issued 
by the Board of Trade—a step which apparently betrays the Govern- 
ment’s characteristic contempt for Parliamentary opinion. The Govern- 
ment have set aside the sum of £26,000,000 for the purposes of the scheme, 
and they are now prepared to consider applications from individual 
firms or companies domiciled or incorporated in the United Kingdom 
for advances up to 80 per cent. of the cost price of the goods to the 
exporter in respect of exports to the following countries: Finland, 
Lattvia, Esthonia, Lithuania, Poland, Czeco-Slovakia, Serb-Croat- 
Slovene State, Rumania, Georgia and Argentina. The importer is 
allowed three years to pay up, provided he can furnish a banker’s 
guarantee. Copies of the conditions, together with forms of application, 
can be obtained from the Export Credits Department, 10 Basinghall 
Street, E.C.2. It should be pointed out that the “ cost ” includes the 
exporter’s disbursements for freight, insurance and commission paid to 
the Exports Credits Department. 


* x * 





Stringent Conditions Condemned 

The most damaging critic of the scheme was Sir Watson Rutherford, 
a supporter of the Government, who moved the rejection of the. Bill 
on behalf of the Commercial Committee of the House of Commons. 
While in warm sympathy with the objects of the Bill, he asserted that 
the Government was going the wrong way to achieve them. He 
strongly criticised the stringency of the conditions imposed on exporters 
who apply for advances, which he described as not only unreasonable 
but almost prohibitive. On a bill of exchange for £2,200 for example, 
the Board of Trade would only advance £1,248, for the 80 per cent. was 
on the cost price of the article, not on the gross. Lord Robert Cecil 
agreed that these conditions were much too severe, and pointedly 
remarked that if the risks of trading with these countries are too great 
for private enterprise, and State intervention is necessary, then the 
State will defeat its own action by attaching conditions that eliminate 
all possibility of risk. 

Although the Bill was ultimately read a second time without a 
division, it is doubtful whether the British exporter will be prepared 
to undertake to any great extent the risks of trading in these impoverished 
countries on the strength of the meagre and very guarded assistance 
offered by the Government. A much bolder scheme, conceived on 
broader lines altogether, would have not merely vindicated the sincerity 
of the Government in its desire to restore the stricken countries to 
economic independence, but given our exporters a splendid opportnnity 
of opening out profitable new markets for British manufactures. 
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W here Industrial Paralysis Reigns 

The Government Report issued a few days ago on the industrial 
and commercial conditions in Germany at the end of 1919 contains 
the following pregnant sentences— 


industrial machine, ranning at low Pe it is true, but undamaged as yet in its 
vital parta, and would respond rapidly to any stimulus. 

This is a gloomy but perfectly truthful picture of the present conditions 
not only in Germany, but also throughout the whole of Central Europe. 
In all the impoverished countries of this vast area commercial and 
economic life, and alas, human life too, are functioning ai a very low 
ebb. Starvation is rife, and it is pitiful to think that the little children 
are the greatest sufferers. It must be remembered that society is 
homogeneous and interdependent to a degree greater than ever, and 
that the repercussions of this industrial paralysis will ultimately be 
felt in this country in every home is absolutely certain. Normality 
of production and distribution must be restored as swiftly as possible 
in these stricken areas. The people must be got back to work. The 
Government’s scheme of trade credits is a tentative and hesitant step 
in the right direction, which serves but to emphasise the dire need of 
international action on an infinitely greater scale. Nothing short of a 
big international loan appears adequate to meet a situation of such 
tremendous gravity. 

+ * * 
British Empire Cotton Cultivation 

The fifteenth annual report of the British Cotton Growing Association 
gives interesting details of cotton consumption and production down 
to 31st December last. A perusal of the report leaves no doubt about 
the world shortage of cotton nor of the urgent necessity of increasing 
its growth in the British Empire. During the past year the total 
American. crop amounted to 11,360,000 bales (400 lbs. per bale) against 
11,865,000 bales, but its own consumption amounted to 48 per cent. 
of this crop, while for the first seven months of the present season 
American consumption has been 61°6 per cent, in addition to which 
the U.S. is an increasing buyer of the best Egyptian cotton, so that the 
need for additional sources of raw material if all the Lancashire require- 
ments are to be met is obvious. Something is being done to remedy 
this state of affairs, largely owing to the efforts of the Association, and 
during the last six years it is estimated that 443,450 bales have been 
grown in new fields in the British Empire. 
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Decimal Association's Nil Desperandum 

The report of the Decimal Association covering 1919 and part of 
-the current year has reached us. The Association does not propose to 
allow the adverse finding of the Royal Commission on Decimal Coinage 
to affect their propaganda in favour of a reform which they believe is 
increasingly popular with the public. The Board of Trade entrusted 
the Association with the classification of the petitions addressed to them 
as a result of the circulation of many thousands of letters by the World 
Trade Club. Of the 15,000 petitions, 99°02 per cent. were in favour of 
the metric system. The report pomts out that all that is needed to 
carry both the adoption of Decimal Coimage and the Metric System 
into effect is the organisation of public opinion, already in a large 
majority favourable, and presentation of the demand to the Government. 
United action on the part of those who agree with the aims of the 
Association can best be obtained by joming it. The offices are at 
229-231 Finsbury House, Finsbury Pavement, E.C.3. 


+ * ka 


Motor Traction Freight Exchange for London 

It is recognised by manufacturers, merchants, shippers and others 
that a reliable alternative service to the railway is an urgent necessity 
on account of the congestion prevailing at important centres and the 
consequent delay in the collection and delivery of merchandise. The 
heavy increase of railway rates is another reason why advantage is being 
taken of the facilities for the conveyance of goods offered by motor 
transport, but delay and inconvenience are sometimes caused through 
difficulty in the hiring of motor lorries at short notice. To remedy this 
state of affairs Freight Exchanges or Clearing Houses have recently 
been established in Manchester, Liverpool, Birmingham, Bristol and 
elsewhere, and now, through the enterprise of our contemporary, Motor 
Traction, arrangements have been completed for the setting up of a 
Motor’ Traction Freight Exchange in the London area at 20 Tudor 
Street, E.C.4. This exchange will work in conjunction with the others 
already established, and in due course additional exchanges will, it is 
anticipated, be opened as circumstances may require it. By means of 
the Central Exchange motor transport can be obtained without delay 
and rapid delivery is ensured. Further, the promoters maintain that 
under the Return Load system haulage charges will be materially reduced, 
while there is a considerable saving in packing costs. That road motor 
transport is already a serious competitor of the railway is pretty obvious, 
and enterprising traders who are dissatisfied with railway service, and 
who view the further prospective increases in rates with consternation, 
would do well carefully to consider the possibilities of road motor 
traction as a solution to their difficulties. 
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Imperial Wireless: The Present Situation 


The report of the Imperial Wireless Telegraphy Committee, which 
was appointed by the Government ın November last to investigate the 
practicability of proposals for a scheme of Imperial Wireless Communica- 
tion, was issued as a White Paper on the morning of the day fixed for 
the annual general meeting of Marcom’s Wireless Telegraph Co., Ltd.— 
a curious simultaneity which few will consider accidental. The Com- 
mittee, over which Sir Henry Norman presided, found that the chief 
countries of the Empire can be connected, commercially and strategically, 
by links of about 2,000 miles, and that as wireless power sufficient for 
this range can be produced by the employment of thermionic valves, 
they recommend the adoption of a scheme on these lines at an estimated 
capital cost of £1,243,000. It is significantly added that proposals 
submitted by the Marconi Committee were examined by the Committee, 
who found them vague, and expressed the opinion that they would be 
prejudicial to wireless research and independent development. 

This remarkable report was naturally the subject of critical comment 
at the Marconi shareholders’ meeting. Senatore Marconi, the Chairman, 
pointed out that the Marconi Company were prepared to erect for their 
own account and at their own cost a complete chain of wireless stations 
throughout the Empire, which would not cost the country a penny; 
and not only that, they had offered that 25 per cent. of the profits derived 
from the service should belong to the State. He also recalled the fact 
that as the Marconi Company objected to Sir Henry Norman being on 
the Committee they had not given evidence-before it. Mr. Godfrey 
Isaacs, Managing Director of the Marconi Company, severely criticised 
the report. He observed that the thermionic valve was covered by 
master patents, every one of which was the property in the whole of the 
British Empire of the Marconi Wireless Telegraph Co., and therefore if 
the Company did not build the stations they would be-entitled to a very 
substantial royalty. The matter obviously cannot rest here, but it is 
exceedingly doubtful whether the Government will be able to contemplate 
the large expenditure involved in the Committee’s scheme, in view of ` 
the urgent necessity for economy. In any scheme of Imperial wireless 
communication the Marconi Company cannot be ignored, and it seems 
desirable that they should state their case. 
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The strikingly interesting “story” of the Royal Eachange Assurance Corporation, 
which this year atiains its Two-Hundredth Anniversary. 





| Royal Exchange Assurance 


By Sra Woruxm Sonootma, K.B.B. 


TS hundred years ago there were no railways, omnibuses or stage 
coaches; steam ships were unknown, canals had not been con- 
structed in Great Britain and the London Bridge, built in the time of 
William Rufus, still spanned the Thames. Income Tax had not been 
invented, and the Julian Calendar was still employed. Only a generation 
had passed since the last of the Stuart Kings fled from the country and 
was succeeded by William of Orange. The National Debt had mounted 
up to over £50,000,000 upon which interest was being’ paid at a high 
rate. Speculation was rife ; thousands of people throughout the country 
had gone practically mad in regard to financial matters and were 
prepared to stake their money on the wildest of schemes. One company‘ 
was to exploit a wheel for perpetual motion, another proposed turning 
quick-silver into a fine metal, and a third was to carry on “an under- 
taking of great advantage but nobody to know what it is.” These were 
the days of the South Sea Company, which was incorporated in 1711, 
and which in 1719 offered to take over the whole of the National Debt. 
The Government was to pay interest for a limited period and the holders 
of the debt were to be offered South Sea Stock at a high premium in 
exchange for their holdings. The way seemed clear for affording relief 
to the Government and making a huge fortune for the South Sea 
Company. South Sea stock rose rapidly from £128 to £330, to £550, 
to £890 and at last to £1,000. At this tremendous premium the directors 
sold £5,000,000 of stock. Then the fall came, thousands of persons 
were ruined and many of the leading men of the country were implicated. 
The Chancellor of the Exchequer was found guilty by the House of 
Commons of the “ most notorious, dangerous and infamous corruption ” ; 
he was expelled from the House and imprisoned. 


Marine Insurance 


Such was the atmosphere in which the Royal Exchange Assurance 
was established. In 1717, a city solicitor, named Case Billingsley, 
formed a group for subscribing £1,000,000 for the purpose of undertaking 
marine insurance. His project was. well supported and by January, 
1718, he had obtained sufficient financial encouragement to lead him to 
petition the Government for a Charter of Incorporation. The charter 
was refused and the promoters endeavoured to effect their purpose by 
_ purchasing the charter of a company that was practically extinct. 

This charter was that of the Mines Royal and Mineral Battery Works, 
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which was an amalgamation of two companies founded in the reign of 
Queen Elizabeth. The charters authorised mining for gold, silver, tin 
and other metals in Great Britain, but afforded no authority for under- 
taking insurance. However, with these questionable .powers,. the 
directors commenced the transaction of marine business. Considerable 
opposition was met with, but at last the support of Lord Onslow, at 
one time speaker of the House of Commons, was secured and he 
renewed the efforts to obtain the charter. King George I was greatly 
in need of money, and it was suggested that a sum of £600,000 should 
be paid to His Majesty’s C.vil List if two charters were forthcoming. 
As the result the proprietors of the Mines Royal and the Mineral Battery 
Works were granted a Royal Charter under the name of the Royal 
Exchange Assurance on the 22nd June, 1720. The Corporation then 
established is now celebrating the bi-centenary of its birth. 

The company had its offices in the Royal Exchange and from this 
the name of the new Corporation was taken. From that time until 
this its business has been conducted at the Royal Exchange with the 
exception of the few years required for re-erection after its destruction 
by fire in 1838. 


Fire and Life Insurance 

The charter authorised the undertaking of marine insurance, but in 
the next year another charter was granted authorising the directors 
to transact both fire and life insurance in addition. For a century or 
more the greater part of the business of the Corporation was carried 
on-under the first charter. It may well be that the risks of marine losses, 
were more vividly appreciated than those which might follow from 
fire or premature death, but be this how it may, the directors, on the 
granting of the second charter, at once proceeded to prepare for fire 
business. Firemen and porters were engaged and were given uniforms 
of yellow lined with pink, with steel caps covered with leather. Crowbars, 
pick-axes and ‘ preventors in the nature of boathooks ” were purchased. 
Rates of premium were fixed, agents were appointed, and proposals 
were printed and hung in each coffee house, the coffee house 
being in Steele’s phrase “the place of rendezvous of all that lived 
near it.” 

In the light of developments which have taken place in much more 
recent times, this decision of the Royal Exchange to undertake marine, 
fire and life business from the outset is not a little remarkable. It 
may have been a striking example of long foresight, or, perhaps, merely 
a happy accident, but, it was to be over a century and a half before 
this example was at all generally followed; plenty of offices came into 
existence for life business only, for fire business only, and for both life 
and fire business, but it is only within the last few years that any 

482 


Royal Exchange Assurance 





company, except the Royal Exchange and the London Assurance, com- 
bined the three branches of insurance activity. It was necessary to wait 
till the middle of the nineteenth century before there came any general 
realisation of the possibility of those many varieties of risks which may 
conveniently be grouped under the name of accident or casualty 
insurance. 

It is a question of great interest whether the most likely road to 
success is along the line of specialisation or of comprehensiveness. 
Certain it is that the tendency of recent years has been in the direction 
of comprehensiveness, and other companies in increasing numbers have 
followed the example set by the Royal Exchange Assurance 200 years 
ago. 


Conditions in the Past 


We can scarcely appreciate as we should the success which has 
attended the efforts of the Royal Exchange unless we can realise in some 
measure the varied nature of the times during which its activities were 
carried on. Highwaymen were much in evidence; Jonathan Wilde 
was hanged in 1725 and Dick Turpin in 1739. Many taverns gave 
prominence to the notice “ drunk for 1d., dead drunk for 2d., and straw 
for nothing.” Conspiracies were on foot to restore the Stuarts to the 
throne and the Royal Exchange was but 25 years old when Charles 
Edward marched to Derby and was defeated in the following year at 
Culloden. ; 

Marine insurance extended the company’s risks to may parts of the 
world, and in certain circumstances the Corporation undertook fire 
insurance in America, while to-day its business extends over a large 
part of the civilised world. Troubles and developments abroad were 
numerous and notable. Clive laid the foundations of the Indian Empire 
in 1757, the conquest of Canada took place in 1760, while the declaration 
of Independence of the American Colonies was made in 1776. How 
this latter event effected the business of the Royal Exchange in America, 
must unfortunately remain unknown, as also must much else of the 
early history of the Corporation in consequence of the destruction of 
nearly the whole of its records by the fire which destroyed the Royal 
Exchange in 1838. 

Wars were rumoured, or in progress, for a great part of the first 
century of the company’s history, culminating in the Napoleonic Wars. 
In the year 1798 a-special Act of Parliament was passed asking for 
contributions for the defence of the South Coast of England and the 
raising of a body of trained men for this purpose. The Royal Exchange 
preserves the certificate stating that the subscriptions of the officers, 
clerks and others of the Corporation for South Coast Defence amounted 
to {177 13s. 6d. In the course of the Great War of' 1914 to 1918, a 
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tank and a gun called at the offices of the Royal Exchange Assurance 
and received large cheques for subscriptions to War Loans. 

Wars, by increasing the risks at sea, have the effect of greatly 
enlarging the amount of premiums paid for marine insurance. This was 
very marked during the recent war, and the Royal Exchange had the 
same experience over a century ago. Up to 1793 the average marine 
premium income fluctuated between £20,000 and £100,000 per annum. > 
It rose to nearly £300,000 in 1799, and in 1814 reached what was for 
. those days the stupendous figure of £954,000. This was the largest 
amount that the Corporation received for marine insurance in any one 
year until the days of the Great War. 


Destruction of Old ‘Records 

It is most unfortunate that in 1838, when the Royal Exchange was 
burnt down, the Corporation lost almost the whole of its records for 
the previous 120 years, in addition to many valuable pictures. This of 
necessity leaves us in ignorance of much that we should like to know 
about an institution which has played so large and successful a part in 
developing the whole business of insurance. Little more than scraps 
of information remain from which we can obtain glimpses of the progress 
of the Corporation from time to time. It is, for example, interesting 
to learn that at Michaelmas, 1720, a dividend was declared which was 
not paid until the following year because the Corporation was short 
of funds. It is said that a heavy loss was incurred in connection with 
some ships at Jamaica, although it is perhaps possible that the collapse 
in the value of South Sea Stock, of which the Corporation was a holder, 
may have been more responsible for the delay. About this time also 
it appears probable that a further payment was due to the King in 
connection with the granting of the charter io which reference has 
already been made. i 


Fire Marks 

Another point of some interest on which a certain amount of 
information is available is that of the fire marks attached to buildings 
insured in the Corporation. A kind of odd man was engaged whose 
duty it was to set up these fire marks, to be at all fires, and in his spare 
time to attend the office as messenger. The committee seems to have 
paid much attention to the question of fire marks, and to the conditions 
upon which they were to be attached to buildings. Among other things 
it was decreed that “no person had the Exchange guilt of any account 
whatever.” Why people should be prohibited from gilding the fire 
marks if they wanted to is by no-means obvious. Three years later, 
however, the fire clerk was instructed to prepare two samples of ‘marks 
for the committee. It would appear that the clerk was more artistic 
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than economical, that he even proposed having the mark gilt and that 
he was instructed to “inform the committee of the exact price of a 
mark, distinguishing what the lead will cost and what the guilding 
will come to.” The design was too ambitious or too costly and it was 
“ ordered that the plumber that used to serve the company make a model 
of a mark with a large crown and lay the expense before the next 
committee.” The plumber’s design was accepted and the agreed price 
was l4łd. each. The purpose of the mark was to indicate in the event 
of fire that the building was insured in the Royal Exchange so that the 
Corporation’s firemen on arriving at the fire might devote their special 
attention to minimising the damage done to the property insured by the 
Fooro 


Distance Lends Enchantment 


It would be interesting to continue giving other scraps of the scanty 
history that remains of the early years of this historical institution. 
Distance, whether in space or time, constantly lends enchantment to 
the view, but this is an inadequate reason for finding a greater charm 
in the doings of the past than in the happenings of to-day. It needs 
but a small amount of instructed imagination to see, not only 
greater importance, but a truer ground for interest in the larger scope 
and the improved methods which mark the present as compared with 
the past. 

There is perhaps nothing in the whole history of the Corporation 
which is more striking than the way in which it was able to meet and 
to recover from the heavy losses it incurred in connection with the fire 
at San Francisco. Serious as these seemed at the time, the few years 
that have since elapsed have smoothed out the peak of the curve and 
reduced it to normal proportions, bringing it within the operation of the 
law of average which for its full working requires an extensive range, 
not merely in space, but in time. 

During the years of the Great War, anxieties, perhaps greater than 
at any previous time in the two centuries of its history, were encountered 
and decisions of leading importance had to be made. Yet in the main 
this was a period of prosperity in which the Corporation was able to meet 
losses due to depreciation in the values of securities, war mortality in 
its life department and heavy claims in other directions, while main- 
taining its strong financial position unimpaired. Throughout 200 years 
it has been building up a great organisation and a world-wide connection. 
Deciding, perhaps, each issue as it arose on the lines that seemed best 
at the-time, it has maintained throughout a high tradition and a great 
character which enables it to enter upon the third century of its history 
with the sure promise of greater success in the present even than that 
which has attended its efforts in the past. 
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The Royal Exchange Assurance has a history that is in many ways 
unique, and has seen countless competitors come into existence and 
disappear. During its life the modern world has been formed and the 
Corporation has exhibited that crucial test of vitality, the adjustment 
of its organisation to constantly changing conditions. 

In the probably greater changes that the future has in store this 
test of life will be responded to as fully as in the past, and the Corporation 
will long continue, not merely to benefit its own stock-holders and policy 
holders, but to achieve the far larger purpose of rendering services to 
the nation, and to a great extent to the world at large, without which 
commercial and industrial prosperity could not continue. 

The really significant thing about a great Corporation of this kind 
is the valuable service that it has rendered, and will continue to render, 
to social progress and well-being. 





The Cardfolio and Duplicate Posting Systems 


À CORRESPONDENT, who refers with appreciation to Mr. Ernest Rigby’s 
recent article on “Up-to-Date Systems,” draws attention to the sae 
advantages of the Cardfolio and Duplicating Posting Systems as time and 

saving devices in the modern office, and we have pleasure in bru them to the 
notice of our readers. The Cardfolio ia a natural development of the Card Index 
and Loose Leaf systems, the record cards being arranged upon the leaves of a 
loose-leaf binder, firmly secured by a lacing of silk thread, which crosses the four 
corners of each card and permuts of its instant removal or replacement as the need 
may be. By this means every card preserves its independent unit princrple, and 
yet the whole series of cards are transformed in effect into a loose-leaf binder with 
all its security and ease of manipulation. Thus, in one of the variety of stock 
sizes Cardfolios present thirty 5 ın. by 3 in cards, or eighty 14 in. by 4 in cards 
at one opening, all of which, of course, can be seen at a glance. 

The Duplicate Posting System ia an ingenious device, quite inexpensive to 
instal and operate, whereby the principle of duplication 1s applied to the work 
of account posting. Every item posted, every total carried forward or trans- 
ferred, every balance carried down or extracted, is made at one writing in duplicate, 
the duplicate being the entry, the originals forming a consecutive record and 
facaimile of the posting. This record 1s agreed in total with the source of entry 
at any point, and thus guarantees the accuracy of the posting, or, if ıt does not 
agres, enables the error to be almost immediately detected In short, duplicate 
posting 1s an extremely successful check, which obviates at least 85 per cent. of 
possible errors in Both these systems have been adopted with very great 
appreciation by a large number of progressive firms. Full particulars of the systems 
are given in interesting brochures which may be obtained on application to the 
manufacturers, the Office Apphance Co., Ltd., 6 Livery Street, Birmingham 








Bedfast, a palsy of the world’s greatest ships,” and the centre of a great linen 
is pressing forward with a big programme of industrial reconstruction, 





Ireland’s Commercial Capital 


By AxFruap S. Moors, M.Text. Inst. 


Growth of the Port of Belfast 


T. considering the sources from which a great commercial centre 
derives its position and importance it is generally conceded that 
maritime influence cannot be passed over as being a negligible factor. 
Does the city make the port, or does the port make the city? This is 
a very debatable question. However, in the great majority of instances 
it must be conceded that a port by its external advantages and facilities 
for commerce and inter-communication by sea with other countries and 
centres of industry is the prime agent in producing a city. Even in 
the earliest eons of history the old pioneer settlers were wont to select 
for their settlements those places situated at the embouchures of large 
rivers, which nature had endowed with a navigable seaboard. Belfast, 
the birthplace of the world’s greatest ships, is no exception in this respect. 
Yet in some ways it would appear to the average observer distinctly 
paradoxical to know how the commercial capital of Ireland ever achieved 
its present promihent position. 


Geographical Situation 

To take the geographical situation first. Lord Salisbury gave sound 
advice when he recommended those who would understand affairs to 
study maps. If we would examine then any map of the United King- 
dom we would see that Belfast, which is to-day the chief port in Ireland 
and in the front rank of the ports of the United Kingdom, judged from 
the standard of their commercial importance, is located on the river 
Lagan some miles from the open sea. Belfast Lough is wide but com- 
paratively shallow at its head. From the deep water the Victoria Channel 
runs in an almost absolutely straight line for a distance of over four 
miles to the river Lagan where the docks and quays are situated. The 
river, with a scour barely sufficient to enable it to maintain its normal 
depth, is a small and shallow stream compared with the Severn, the 
Thames or the Humber. Foùr miles above the centre of the city an 
athlete might easily jump across its width. So Belfast had to make 
its port against difficulties which would have dismayed many com- 
munities. Nevertheless, the grit of the Ulster people is indomitable. 
They go ahead, irrespective of monetary cost, when once their resolution 
is determined upon. 

It is very possible that if you interrogate nine-tenths of the Belfast 
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population for an explanation and free translation of the civic motto 
Pro tanio quid reiribuamus (“For so much what shall we return ? ”) 
you would be met with the blank amazement of nescience. It is em- 
phatically a live city with little regard for dead languages or decadent 
industries. Yet subconsciously these people are striving to realise the 
fulfilment of the civic motto in deeds, if not in words. So, just as 
“Glasgow made the Clyde and the Clyde made Glasgow” it might be 
tersely put that “ Belfast made the Lagan and the Lagan made Belfast.” 








THE CITY HALL, BELFAST 


But we must neglect that past tense in interpretation,” since there 
is no finality within sight as regards the reciprocal relations of town 
and river. In fact, now after war the continuity of the mutual up- 
building is so suggestive that when present developments in progress 
for a bigger Belfast are completed it can only be a stepping-off stone 
for something greater still. 


No Natural Advantages 

Unlike most great industrial centres, Ireland’s commercial capital 
has neither national nor natural advantages. If you seek a homely 
simile of its position, then you have it comparable to the inner bottom 
of a tea kettle, with the sides representing the surrounding hills which 
almost encircle the town, and the spout its chief and only connection 
. with the outer world, which lies on the other side of the‘{rish Sea. 
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Literally dug from the mud of its small and slow meandering river, if 
you dig down 5 or 6 ft. in the very hub of the city—its present ever- 
alive Castle Junction—you can observe the rise and fall of the tide 
indicated in the degree of moisture of the subsoil. Hence any manu- 
factory edifice must have as its foundations piles to a depth of 20 ft. 
or more. Its chief industries—mighty giant industries, too—are ship- 
building and linen making. Both are in their economic sense comple- 
mentary in that while the first-named provides work for the men folk 








BELFAST’S BUSY HUB—CASTLE JUNCTION 


the textile industry similarly supplies employment for the women and 
girls. Nevertheless, although Belfast is known to the world by reason 
of the excellence unsurpassed of its ships and its linens, it must surely 
be accounted extraordinary that every ounce of raw material—coal, 
iron and wood—for the one must be imported; while similarly almost 
every: ounce of flax has hitherto been imported for the sister textile 
industry. 


-A “Live Wire” City 
Americans and Canadians visiting Belfast usually describe it as a 
“live wire” city, and this atmosphere is its true index. It has never 
put all its eggs into one basket, with the result that in addition to its 
shipbuilding and linen it’ also boasts of engineering, biscuit making, 
mineral waters, distilleries and a host of other varied industrial 
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enterprises. It is no fortuitous circumstance that warrants its people 
“boosting ” it as the home of five of the largest concerns in the world. 
The greatest shipbuilding yard is by the Lagan banks. Then side by side 
in its York Street stand the largest linen mills and tobacco manufactory. 
On the County Down side is the world’s greatest ropewalks employing 
its thousands of men and women. Couple with these the largest dis- 
tillery, and you have a quintette whose combination is a challenge to 
other centres. Yea, one might go further and supplement the list by 
the fact that its output to-day of cotton handkerchiefs also holds top 
record against even Lancashire. 

The part which Ireland’s commercial capital played in the war— 
alike in air and on earth and ocean—is one of the romances of the indus- 
trial mobilisation of the United Kingdom. “The victory in the air was 
won by Belfast’s airplane linen’’—such was the tribute of Viscount 
French. Notwithstanding their very active participation in patriotic 
duty, however, the Belfast “ Captains of industry” kept simultaneously 
before them the vital urgency of “the war of reconstruction which was 
inevitable after the war of de-struction.” 


Reconstruction and Extension 

And Belfast now finds its programme being proceeded with as enthusi- 
astically as were warlike activities. The shipbuilding concerns—Messrs. 
Harland & Wolff, Ltd., and Messrs. Workman, Clark & Co.—have months 
ago rented another 150 acres of reclaimed land to supplement their 
heretofore large works. Workshops have already been erected, and now 
all haste is being urged in the laying out of extra slips and the installa- 
tion of the most efficient of productive equipment. On one site, acquired 
by the first-named concern, the provision of six launching slips, facing 
a specially-made, deep-water basin with a frontage of over 90 ft., is 
being materialised. It will be possible to construct here liners up to 
and over 1,000 ft.—+.¢.,, ships as large as the former Britanmic and 
Lusitania. In fact, it means that at this yard alone—and it is an after- 
war extension, be it emphasised, which will employ ‘probably 10,000 
more workmen—six or seven mammoth liners may be constructed simul- 
taneously with six other goodly-sized cargo or passenger ships. Another 
41 acres extension is also being utilised entirely for engineering works, 
so arranged that continuity of production will be possible in almost its 
most literal sense. To-day the weekly wages bill at these two Lagan 
shipbuilding concerns averages over £150,000 weekly. 


Harbour Extensions 
The collateral scheme of harbour extensions, costing £5,000,000, will 
be not alone for the encouragement of shipbuilding but will similarly 
meet the commercial expansion of the city. It seems only a few years 
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ago since Belfast boasted possessing the largest gtaving dock in the world, 
but now it goes one better in a parallel dock even more immense. So, 
with the already existent big docks and these two giants, Belfast is 
preparing itself for any eventualities in mighty liners. Its two new 
commercial docks simultaneously will have the most efficient discharging 
plant possible, and are so situated as to be within close reach of the 
city’s very centre. 

The civic administration of Ireland’s commercial capital, like good 
wine, “needs no bush.” The City Hall and the splendid Municipal 








BELFAST’S SHIPBUILDING RECONSTRUCTION 
Showing the White Star Olympic and Cadric in background 


Technical Institute are monuments to its progressive spirit. And now, 
while it seeks to establish a magnificent Art Gallery for the culture of 
its people, it means also to give both light and power also in the most 
liberal spirit. Irrespective of political bogies or the aftermath of old- 
fashioned Government control, Belfast is “backing the future” with 
commendable optimism. Its new electric station—with generators 
giving up to 10,000 horse-power each—will meet every demand for 
big scale power production. A cheap source of power for industrial 
development is an omnipotent factor for future development—so it 
is here. ; 

“ Where there is no visiqn the people perish.” And these intensely 
practical, even alleged to be unduly materialistic, people have their 
ideals. Reconstruction has sounded its revesWe and Ireland’s commercial 
capital is proud to respond to the tocsin. 
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Unclaimed Dividends 


By H. O. Srarrorp Coors, F.O.LS8. 


eee fact that a Committee has recently been sitting to inquire into 
the question of dormant bank balances, coupled with the general 
desirability that all ascertained debts should be discharged within the 
earliest time possible, should lead the secretary of a company having 
any considerable number of shareholders to inquire whether all steps 
possible are taken in his office to ensure that the sum standing to the 
credit of “ Dividends Unclaimed Account ” is kept at the lowest figure. 

Obviously it is the duty of a shareholder to keep the secretary of any 
company in which he is interested acquainted, from time to time, with 
his own or some registered address to which dividends or notices relating 
to his shares may be forwarded; and if a shareholder neglects to do 
this, or, having received his dividend warrant, is so careless as to lose 
it or omit to pay it into his bank, he merely has himself to thank should 
the item be ultimately lost to his estate. On the other hand, the 
assumption iş that if a dividend warrant has been issued to a share- 
holder, he naturally has a right to payment of the amount; and if, 
notwithstanding the passage of time, the warrant is not presented for 
payment, it is far more satisfactory from the company’s point of view 
for a little trouble to be gone to in the matter with a view to ensure 
its being paid, than for the item to be allowed to remain as an unclaimed 
dividend. If these are allowed to accumulate, the company, on the one 
side, is showing a sort of perpetual liability which could and should be 
reduced or kept within narrow limits; while, on the other side, though 
the fault of non-presentation probably lies with the shareholder in the 
first place, unless steps are taken by the company to call his attention 
to the outstanding warrant, it is possible that either he or his repre- 
sentative may at some future time be in need of the money, and yet 
be unaware of his right to it. 

There are instances on record (which could doubtless be amplified 
by others) where, through the amount of a dividend being a compara- 
tively small one, or the recipient being a person of means, or simply 
through latsser fasre, the shareholder has put the warrants on one side 
half-year after half-year as they have come in, and then, when a period 
of perhaps several years has elapsed, has suddenly awakened to the fact 
of there being quite an appreciable sum of money due to him by the 
company, and has forthwith set himself to collect the warrants and 
have them marked for payment, with the result that several are found 
to be missing, and the harassed secretary is called upon to issue duplicate 
warrants on the execution of the usual form of indemnity. 
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Useful Precautions 


The best method of ensuring early presentation of the cheques 
therefore appears to be one which deals with the matter each half-year 
or other point of time when the dividends are paid; as otherwise, if 
time is allowed to slip by, there is always the possibility of the payee 
ceasing to be a shareholder, and, by reason of one or more subsequent 
changes of address, it being a difficult if not impossible matter to get 
into communication with him again. Most companies issue their divi- 
dend warrants with a note at the foot intimating that the warrant will 
not be paid by the bankers after the expiration of a certam period 
(usually three or six months) from the date of issue without reference 
to the secretary. This is a good practice, and no doubt acts as a spur 
towards early presentation of the warrants. It is also advisable for the 
paid dividend vouchers to be obtained from the bankers from time to 
time, and sorted in order; and during the last month of the period of 
currency of the warrants, for a communication to be sent to the share- 
holders concerned, pointing out that at the expiration of that time the 
warrants cannot be paid without reference. This will probably have 
the effect of bringing up most of the laggards, and a further reminder 
to the remaining ones shortly after the period of currency has expired, 
asking for the warrants to be returned for the purpose of being marked 
for payment, should reduce the number outstanding to quite small 
dimensions. 


Shareholders’ Little Ways 


In any case, the action of the secretary in endeavouring to get every 
possible warrant presented for payment could not be attended by the 
dire result which followed the action of a branch manager of one of our 
big banks, This gentleman very politely wrote to a lady customer, 
whose account had shown a credit balance of something like £20,000 
for a period of many years and had not been operated on, inquiring 
whether she was aware that the amount stood to her credit; and his 
surprise may be imagined when he received a letter very tartly replying 
that she was perfectly well aware that the sum stood to her credit ; 
but since the bank apparently could not allow her account to remain 
without calling attention to it, she had decided to take her business 
elsewhere. Then there was the instance of a lady shareholder, 
whose dividend warrant, though for a small amount only, had caused 
much trouble in the office by its non-presentation. Several letters were 
written to the lady in question, and, when she did reply, it was to the 
effect that she had long previously cashed the warrant with a trades- 
man—though she did not remember which one—and since she had had 
the money, she really could not be bothered with the matter any more. 
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Notwithstanding every effort which may be made by a secretary, 
however, to ensure the early presentation of warrants, it will in some 
cases be impossible to trace the whereabouts of the persons entitled 
to payment. And, of course, in this case the only way is periodically 
to transfer the aggregate amount of the unclaimed dividends to one of 
the company’s reserve funds. There is no need to wait for the expira- 
tion of the full statutory period of twenty years before taking this 
course, because, upon any person establishing a proper claim to any 
particular amount, payment by the company would naturally be forth- 
coming. Indeed, the possibility of delay or failure on the part of indi- 
vidual shareholders to present their dividend warrants may be regarded 
as one of the best arguments why secretaries should as far as they can 
advise and encourage the payment of dividends direct to bankers, 
because the warrants are thus presented practically on the due date, 
and usually no question can arise as to their being lost or mislaid. 





Telephone Development in London 


AT automatic telephone service, known as the Panel Selection system, will 
be installed in London as soon as possible, and if the experiment 1s a success 
the system will be extended. The method ıs described ın the Dany Nows as 
follows— 

“The subscriber has attached to his telephone a disc marked with letters 
and all the numerals. There is a finger hole to each letter and number, and to call 
a subscriber, say, on Ludgate 234, it is necessary to remove the receiver, insert 
a finger in the “ L” space, and twirl the disc to the right as far as it will go. 

“ On being released the disc comes back to its original position. The operation 
is r ted with the “ U” and with each letter and each figure. Each twirl sets 
up ectric currents which at the exchange cause a ‘finder’ or ‘feeler’ to move 

ong to the letter or number required. The ‘finder’ releases a catch, and when 
the number is completed mechanism is set in operation which calla the wanted 
subscriber.” 

The telephone service in London has been steadily improving of lato, but 
many people will be surprised to hear that the British G.P.O. is said to be the most 
go-ahead of all the telephone offices ın the warld. More automatic hones 
have been tried here than in any other country, but up to the present don 
has not had an automatic exchange for public use. Meanwhile, new subscribers 
are being connected ın London at the rate of over 500 a week. 
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This artiole describes a new safeguard againsi fraud in big works—ithe Surprise 
Wages Audit—and some of the typical irregularities which have been discovered. 


A Surprise Wages Audit 


By Srantey J. DARK 





| è auditing, the payments for wages are usually vouched by the pro- 
duction of the Wages Sheets, or summaries of the Wages Sheets, 
certified by the responsible officials as to the time, the rates, calculations 
and extensions, and checking of same, also certified by the official who 
actually pays the wages, and finally certified in a general form by the 
Works Manager and Secretary as follows— 


We hereby certify that the above Wages Sheet (or 
Summary) is a true and correct statement of Wages paid 
for the week ending È . -19 

Works Manager 
Secretary 


On the supposition that each of the officials who certifies has carried 
out his duties conscientiously and intelligently, the certified sheets are 
as good a voucher as can be devised. As a further safeguard against 
collusion, a practice is, however, springing up of mviting the auditor to 
make an occasional surprise visit to the works, checking all the detail, 
independently of the certifying officials, and seeing the wages paid, assis- 
ted by managers or foremen who have nothing to do with the preparation 
of the “pay,” but who know the men individually, and can therefore 
expose any attempts at personification or the introduction of ‘‘ dummies.” 
In the case of a large “‘ pay ” the auditor will have to utilise the services 
of several managing clerks to help him. It is essential that the auditor 
and his staff should thoroughly understand the system of Wages Record 
in vogue, and should also be aware of the various forms which irregularities 
in the payment of wages usually take. 

We therefore propose to refer to some of the irregularities which have 
been discovered in the past, even where well-devised systems of pay were 
thought to be in effective operation, to describe the wages system 
commonly in use in up-to-date works, and the procedure adopted at a 
surprise audit. 


Irregularities 

“Dommres.” This method of fraud can be worked by the time- 
keeper manipulating the clock by means of duplicate keys and extra 
cards, usually working in collusion with the pay-clerk or others. He 
can work it by himself if the organisation and supervision is faulty. 
If, for example, the time-keeper has the keys of the clock and writes 
up the pay-roll, he may issue dummy Time Cards and Working Sheets, 
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and, before or after hours, manipulate the clock record, and pass the 
final time cards to the Wages Office. He must also receive the wages 
envelopes to distribute to the workmen, so that he can retain those which 
relate to fictitious men. Such a confiding arrangement does occasionally 
obtain in practice. 

IMPERSONATION. This is a method by which one employee endeavours 
to obtain the wages of a colleague who is supposed to be absent. 

FALSE Entries form a common method of fraud, especially in small 
works or sectional departments. In one instance recently in the Midlands, 
the whole payment of wages was in the hands of an assistant accountant, 
working in conjunction with a local printer, using forged rubber stamps 
and duplicate wages sheets and records. The fraud was found out by 
the Local Government auditors. 

“ WORKING THE CLOCK ” is another system of fraud which absentees 
and piece-workers can operate in conjunction with the clock-keeper, and 
is similar to the “ dummy ” method. The time-keeper has extra time- 
cards, and as in the case of “‘ dummies,” manipulates the Time Recorder 
by stamping the cards according to hours arranged with the employees 
in collusion with him. Jones is away for a day, but by agreement the 
time-keeper holds up his proper card and clocks him in and out ; Brown 
is an hour late for two or three days, and by collusion his card is held over 
and stamped as if he were working fulltime. This system can be detected 
by using a different coloured ribbon for recording purposes. 

SLEEPING MACHINES are available in large works in case of a break- 
down, and by conspiring together men on night shifts can use these 
machines to pass through work already cleared, and so reap a small 
benefit nightly. This fraud was worked by a group of men in a shop 
producing small cartridge containers. The containers were finished 
and placed in a corner of the shop after being passed by the inspectors. 
During the night the group, including the foremen, had control of the 
shop. A sleeping machine in use was started. The finished containers 
were passed through it, registered by the machine, and then placed with 
the output for the night. Owing to the large quantities made, a number 
of bms would not be missed from the stock previously inspected and 
passed. This operation can only take place in large works where the 
output is on a big scale and supervision lax. 

Many of these irregularities arise in the internal working, and can only 
be avoided by a periodical change in the Wages Office, but the “dummy ” 
and such like frauds can be detected by a well-devised surprise audit. 

In a recent case collusive frauds of this type were only discovered 
through the working of the Military Acts disclosing the fictitious men, 
and in another case through information given by other employees, who 
were clocked in late for several days, and whose complaints were taken 
up by the head officials. 
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Pay System, with Illustration of Cards 

The system devised for the payment of wages should be based on the 
following fundamental principles— 

(1) To ascertain the correct amount of wages payable. (2) To see 
that that amount is paid and no more. (3) To avoid waste labour. 
(4) To ascertain the prime cost of manufacture, and (5) To reduce 
the possibility of irregularity to a minimum. The old system involving 
metal discs and a time-keeper is being superseded by the automatic 
time-recording clock, which is too well known to need any description. 
The clock is numbered 1-500, and in larger works several of these are used 
and numbered consecutively. Each employee has a time card with a 
number to correspond with the clock index dial. On entering or leaving 
the works the pointer is turned to the employee’s number and presses 
down a socket which records the time on the card (Fig. 1), and rings a bell. 
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At the end of the week these cards are collected and despatched to the 
Wages Office. The works are divided into sub-sections, according to the 
different kinds of work done, and each employee fills up a form according 
to the class of work done, whether by time, or piece work. The following 
illustrations represent these forms. 

Jobs charged by time, Fig. 2. Piece work, Figs. 3 and 4. 
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From an inspection of the above cards, it will be seen that all the work 
done is duly recorded, and these records are collected by the Pay Staff, 
who analyse the cards, charging the different departments concerned 
with their respective amounts. 
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The usual method in preparing the Wages Sheet or Sheets is to obtain 
the sheets supplied by the Recording Clock makers, but these are made 
of very thin paper and are not durable. An analytical time book, printed 
and numbered, is the better way of keeping records and is a permanent 
record of all wages paid and can be easily referred to. 

Fig. 5 overleaf illustrates the form ‘used. 

The Wages Analysis: Book may be totalled on each page and carried 
to a summary at the end of the week in a special Summary Book ruled 
according to Fig. 5, and with the following certificate attached— 

We hereby certify that the above Wages Sheet is a true 
and correct statement of Wages paid for the week ending 

Wednesday . . £3 pL eames 
P Works Manager 

e berio Fig: eer ee 1, that the week com- 
mences on Thursday and finishes on Wednesday. The payments 
made are for the previous week according to custom. The reason for 
this is that some workpeople are continually changing from one works 
to another. The keeping back of a week’s pay reduces to a minimum 
delay in production. It also allows the Wages Office to thoroughly 
examine all dockets and charges and to forward same to the respective 
departments. The last form (Fig. 6) used is the receipt of the employee, 
which is the voucher for money received, and when signed is binding. 





J.K.L. COMPANY, LIMITED. 
Received Wages amounting to £ 
after all deductions are made. s 
N.B.—No guestton ai can be Aske one eae after this receipt 
been signed. 
Fic. 6 
All overtime should be dealt with separately and recorded in a special 
book kept for that purpose. The following ruling would be found 
suitable— 








OVERTIME RECORD. 3. 
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The wages forms and sheets are dealt with by the Wages Office staff, 
and the wages cheque is made out by the Secretary, and cashed by other 
clerks than those drawing up the Pay Roll. : 

The cash received is split up into convenient notes and coin, and must 
agree with the total of the Wages Summary Book. 

After the cash has been courited and agreed, it is placed either in 
small circular tins, with a half lid having a number embossed on it, 
or placed in small envelopes printed with the name and clock number 
and net amount as per Fig. 8. ; 





J KIL. COMPANY, LIMITED. 


Not Wages: £2 14s. 8d, 





Fra. 8 


The latter method is by far the better one, as it minimises the 
opportunity for disputes and can also contain the voucher for payment 
as Fig. 6. 

These tins or envelopes are arranged either in departmental or clock 
number order. 

When the time for payment arrives the employees line up at the 
pay box in proper order, and thetins or envelopes are handed out of one 
window and the receipts are handed in at the next window. 

In the event of absentees, or of workpeople disputing the amount 
paid, their cards are dealt with Æt another window. The absentees’ 
monies are collected and taken back to the Secretary’s office. Employees 
asking for the wages of absent workers must produce an adequate 
authority. 

At each “pay” responsible members of the staff are on duty to 
watch for any irregularity or impersonation. 


Procedure at a Surprise Audit 


The Auditor and his staff arrive on the morning of the pay out and 
inspect the time cards and check same with the Wages Book. 

The subsidiary cards are then taken and carefully scrutinised, and 
hours are checked with the time cards, prices for piece work, and time 
work duly vouched. All additions are noted, and bonuses and other 
charges tested. 

The usual T.U. rates and rates of wages paid to non-union workers 
are verified and checked with the time cards. The Wages Books are 
produced and the entries are verified from the cards. The instructions 
given with respect to overtime are perused and the overtime book is 
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scrutinised in the same manner. It is important to note that this book 
is duly certified by the officials responsible for it. 

At the pay out the Auditor and his staff agree the cash received from 
the bank with the Wages Summary. Book total, test the contents of a 
large number of the tin boxes or envelopes, and see that same are sealed 
down. The Auditor posts some of his staff in the pay box and some 
outside with the responsible officials of the firm. Disputes are gone into 
by him and all monies not drawn out are compared with the pay roll on 
completion of the pay out and the entries duly tested. As each member 
of the staff is paid, a distinctive tick is placed against the corresponding 
name and number in the Wages Sheets Book. A report is drawn up 
containing suggestions or criticisms and forwarded to the Directors on 
completion of the audit. 

A word may be said in conclusion as to the value of a surprise audit. 
The Directors of the company have the satisfaction that irregularities 
cannot continue undiscovered, and if there be any employees who are 
tempted to peculate, the knowledge that a surprise audit may take place 
unexpectedly is a deterrent. Even the best systems that can be devised 
may leave loopholes, but a surprise wages audit certainly reduces the 
possibilities of fraud to a minimum. 











Practising accountants should read this thoughtful contribution, which raige a 
question of ihe greatest interest to them 





Personal Attention and the Big Unit 


By GroRram M. Cotton, O.A. (Edin.) 
Direction and Control 


HESE are times of centralisation and combination. For the 

moment the trend is towards the creation of the big department, 
the big office, the big shop, the big church (in Scotland at least), the 
big factory, the big municipality. Co-operation and coalition are the 
fashion. The former, in a restricted sphere, has already had success. 
The latter—but this is a non-political article. That supremely neutral 
but hard-worked expression, “co-ordination ” covers the general idea, 
the special ideas being firstly and mainly the desire for more power 
and secondly, partaking almost of the nature of self-justification, the 
ambition to appear as benefactor to thé consumer. No doubt, from the 
imside viewpoint, economic and financial motives are powerful incentives, 
but the paramount private object is more power, while, as is suggested, 
the paramount public argument is more service. 

The massing of staffs and the consequent need for sectioning the 
work need only to be mentioned to business men to remind them of their 
adventures with the mushroom departments which were called into 
existence by the State during the war period and which are an uncon- 
scionable time in dying. In the opinion of those then in authority 
control was required and control was accordingly turned on. In some 
instances it was asked for, even prayed for (by the consumer) ; in others 
it was regarded as superfluous, and was even opposed and obstructed 
(by the supplier). But the word had been given; the brains of 
Whitehall got busy and control was. 

It worked. That is to say, the ship was steered. Whether a course 
was plotted and whether a log was kept and whether observations 
were taken is another matter. That is to say again, admitting the 
steering, was the ship navigated? I may be the object of the laughter 
of the high sea gods in my metaphor, but, making allowances for faulty 
technique, I suggest that there remains a difference between steering 
and navigating, between control and direction. In which case can one 
truthfully assert that the big unit, as exemplified by the concentrated 
departmentalism which unfortunately continues with us, strong and 
invulnerable, while it may systematise the rudder work, has a reasonable 
prospect of ensuring that this is governed throughout by the bridge 
work, 4.¢., that the controller will direct and not merely control? In its 
narrower meaning, “control”? may signify a drag, a brake, a safety 
device, but one expects something less negative than this in practice. 
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The safety-catch on the rifle does not enable the soldier to shoot straight. 
It simply serves to minimise the risk of his shooting when he shouldn’t. 
The power of the human intellect ought to rise superior to mere safeguards. 


Weakness of the Big Unit 


Is not the major experience of thé big unit just this, that while the 
system in general works more or less efficiently as a system, directional 
stimulus, individual initiative and the consistent application of policy 
are lacking? How often was it not found, in dealing with Government 
departments, that the good intentions of the State, generously inspired 
and generously expressed by public men, were, in the carrying out, 
diverted, contorted and often completely mangled by those whose duty 
it was to give effect to them? How often has one not reflected that if 
only one conld put the matter before the Minister himself there would 
be a settlement in two minutes? On the contrary, how seldom has one 
not been compelled to broach the subject section by section finding 
that possibly it touched upon fhore sections than that with which one 
expected to be wholly and solely concerned; possibly upon the field 
reserved for another Department; possibly again on the terntory of 
another Ministry? What a welter of cross-reference was then mixed | 
And not only the references became cross. No wonder that private people 
often threw up their hands (and not seldom the sponge also) in despair ! 


Experience of Official Administration 

As one out of the great army of doubters, I raise my tiny voice to 
ask if it is not possible that the undiscriminating passion for the big 
thing is mistaken. Government itself is now admitting tentatively that 
it is getting too big for individuals to tackle in its present centralised 
form. Is this not in the nature of an object lesson for unofficial people ? 
What could be more salutary for us than to see brought into the light of 
day, schemes, not for more concentration but for less; not for less 
delegation and devolution but for more? True, the taxpayer bears the 
cost of the experiments, but even so let him not ignore the factors which 
have combined to burden him with that cost. Where Government 
Departments are concerned the taxpayer is the consumer—whether of 
goods or of services—and he finds, with the centralised system, less and 
less opportunity for obtaining satisfaction. Less and less can he count 
with any degree of confidence upon getting what he wants or needs 
(and apart from these, even what he is entitled to get) without first 
satisfying a succession of officials each of whom is only concerned with 
a relatively narrow aspect of the matter submitted. The men who go 
into the details are not the men who have the decision and the men 
who have the decision are not fully acquainted with the details. Per- 
sonal attention on the part of those who, m order to fulfil their true 
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function, ought to dispense it, becomes more and more impossible. 
Officials multiply like rabbits and the prospect of nationalisation all 
round fills one with a vague but supremely depressing foreboding of 
evil. 


The Oficial Type of Mind 


Strange that an otherwise human man (or woman) who in private 
life may have the average amount of reasonableness and plain sense, 
becomes more or less divested of these on appointment as an official ! 
Without doubt, the sectioning of work in the big unit produces in the 
end a type of mind which becomes intensely efficient over an area of 
inches and as intensely ignorant, obstructive and suspicious outside 
that area. Whence comes the secret mistrust of the subordinate, whence 
the resentful fear of the superior? One instinctively points to the 
creation of offices and the subdivision of duties and responsibilities 
necessarily associated with the big unit. Circumstanced as the real 
heads must be in conditions such as have been hinted at, how can they 
give balanced and discriminating personal attention to the things which 
they are expected (and as a rule well paid) to dispose of? Everything, 
before it reaches the responsible chief (assuming that it does reach him), 
has to pass through the sieve of minds which may or may not compre- 
hend it, either in its detail or in its essence. It may appear to be too 
simple to send further up. It may on the other hand appear to be not 
sufficiently simplified to have come so far up. It may be beyond com- 
prehension; in which case its fate is obscure. It may then either be 
acknowledged and “‘ forgotten ” or else it may spoil the night’s rest of 
one or more of the inhabitants while he or they endeavour to get rid 
of it somehow without becoming involved im an accusation of stupidity. 
One wonders, indeed, whether important matters are not held up, sliced 
into irrelevancies or shorn of their features, not by the responsible chief in 
whorh one has confidence, but because in some dim corner of the depart- 
ment Mr. Smith wishes to get one back at Mr. Robinson. The savage 
joy in making an inferior feel his position recalls military amenities and 
no man can tell to what extent the needs of the consumer are prejudiced 
owing to indulgence in personalities on the backstairs. 


A Problem for the Consumer 
There is no suggestion here that the big unit is inevitably hopeless, 
though in the absence of pacific intentions on the part of the many 
interests concerned it seems hopelessly inevitable. The dreary animosi- 
ties and suspicions of the “capital and labour” relation lead almost 
invariably to consolidation of each rather than to co-operation by both. 
So long as there is conflict there will be combination and it seems to be 
a merely pious hope that the interest of the consumer will not be left 
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out of account in practice while exploited for advertising purposes. 
I have taken no pains to hide my bias in favour of the consumer. 
Whether he be seeking goods or services the criterion would seem to be, 
that combination of the factors of supply should enable him to get what 
he wants and still leave him the opportunity for satisfying himself that 
it is the right thing. I cannot discuss the prospect of monopolies and 
the ‘take it or leave it” proposition, especially where the necessaries 
of lfe are involved. But where combination means that supply is 
systematised, both physically and economically, and that the right of 
the consumer to discriminate is preserved, then it is all to his benefit 
that there should be combination. In the case of commodities there 
can be no hesitation in applying this criterion. If the consumer can 
touch, taste and handle, make up his mind without anxiety as to the 
existence of an alternative, and then refuse or accept, there cannot be 
much more to be said. It is, however, when one considers the supply 
of, services involving ideas and impalpabilities, professional assistance 
and advice, and such like, that one must firmly draw a line. The con- 
sumer is not competent to satisfy himself. If he were, it would be to 
keep a dog and continue to do the barking himself. Any normal man 
can choose a pair of boots or a pound of sausages (though in the latter 
case I admit the element of faith enters), but he cannot select legal 
advice or pick out the particular kind of andit he fancies. To avoid a 
charge of redundancy I must pass by the services supplied or intended 
to be supplicd by Government Departments. Nobody loves them and 
what I have said will not hurt them. But there remains the problem 
of combjnation as applied to the professions, and to avoid a charge of 
impertinence I must pass by all except my own. Even then I feel 
tremulous. 


The Big Firm in Accountancy 


It is a fact, however, that the big unit does seem to be finding a 
place in the writers profession. He views with something akin to 
alarm this growth of the large firm because he knows that it is impos- 
sible for the principals to give personal attention. He would not now 
be surprised to receive amongst the various prospectuses which almost 
every post brings, one inviting subscriptions to “ Audits Limited.” He 
sees no valid objection to such a flotation especially as it would allow of 
advertising without direct infringement of professional etiquette. And 
indeed the cloven hoof has been recently revealed to him in the con- 
tents of a circular from an insurance company inviting him to indulge 
in a policy which will indemnify him not only against the “neglect, 
default or error” of his staff but against such acts and omissions of his 
own, in carrying out his duties, say, as an auditor under the Companies 
Acts. 
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How did this notion ever occur to the insurance company.? Does 
it know of cases which would make such a policy a necessity for a pro- 
fessional man? Is it the result of the big firm, in fact? I fear it. 
As a self-respecting member of a respectable profession I desire to make 
my puny protest against what this proposal implies, namely, that per- 
sonal responsibility of professional men is becoming an out-of-date 
element in professional work. By paying a premium to this company 
I can send a couple of raw youths to any audit with a mind freed from 
care. I may go and play golf while they play skittles with the audit, 
and I am secure in the knowledge that should they pass anything that 
is wrong and ought not to be there, or omit to bring in something that 
is right and is not there and I am ultimately involved, it will be the 
insurance company that stands the racket. For 7s. 6d. per cent. of the 
desired indemnity may I indeed retire from active practice and merely 
kcep in reasonable training my skill at signing my name? More than 
that; continue the instance, namely, that of an auditor. What does 
the big unit do? It endeavours to systematise the audits for which it 
is responsible. This insurance company evidently believes that such a 
thing is possible, else why drag in the staff? But what does our con- 
sumer say? Can we apply the criterion suggested above? Is it pos- 
sible for the audited to satisfy himself that what he is getting is not only 
what he wants but what he needs? He is much too busy to trouble 
about following the tracks of the auditors. He probably assumes with 
everyone else that an audit can be made mechanical and mere routine. 


Why Skilled Personal Attention is Necessary 

” Let me print it in italics. You may systematise checking bud you cannot 
systematise auditing. There is a distinction here as deep as a well and 
as wide as a church door. Rhyme and poetry; time-keeping and a 
good day’s work; checking and auditing—could anything be more 
fascinating than the evolving of such antitheses? What would one 
think of one’s doctor if he were such a big man that he had time only to 
sit in his office and sign prescriptions drawn up by assistants either 
wholly or only partially qualified ? Where would be our love for our 
dentist if he were never to be found in his opérating-room but only in his 
drawing office initialling plans of dentures prepared by his mechanics? 
` In short, what is professional service unless it be skilled personal atten- 
tion to the needs of the client? He is at our mercy; he cannot talk 
back; he must. “ take it or leave it.” In the name of the as yet un- 
canonised patron of accounting and auditing, let this calling at least 
remain individualistic and let those who practise it give their consumers 
real personal attention, undertaking the legal responsibilities and 
enjoying the moral satisfactions that such service brings. 
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Modem Methods of Works Transport 


By H. T. Hirpaas, M.Inst.0.K. 


i considering transport in a new factory or works, there are several 

points that should be carefully borfe in mind from beginning to end. 
In the first place one should never accept, without question, a conventional 
method of handling material. Conventional methods are almost invari- 
ably hallowed by antiquity. Many of them are capable of replacement 
by much better methods of more recent design, and some of them (however 
justifiable and wise their use may have been at the time they were first 
decided upon) are now completely obsolete and should be superseded 
without any delay. Their use in a new factory may be entirely un- 
justifiable and indeed inexcusable. In laying out a factory, advantage 
should be taken of all the experience of which information can be 
obtained, not only in one’s own line of business but also in other lines of 
business. Scrutinise carefully all existing methods of handling material 
and of transport and select from them those that are most adaptable 
to the particular problem. 


Single Utility and General Utility Tools 
Secondly, bear in mind carefully the primary function that is to be 
discharged by each instrament of transportation and maintain a strict 
proportion between that function and any subsidiary functions that the 
instruments may be required to discharge. What is meant is this— 
there have been developed a number of more or less composite or general 
utility tools, which have been generally used with resulting inefficiency 
and high cost in handling, when a tool of single utility specially desigried 
for the purpose would have been much better. The whole art of 
repetition manufacturing depends upon a wise and judicious subdivision 
of processes, with specially designed instruments and tools for each. 
A tool specially designed for a single purpose can always be made much 
more efficient for that purpose than a composite tool capable of carrying 
out two purposes can be designed for both of those two purposes. 
Take an example—a portable steam crane is an excellent instrument 
or lifting a weight, transporting it a short distance by slewing the jib, 
and lowering it into a new position. Such a crane is probably as efficient 
a means as can be found of discharging goods from a barge on to a wharf, 
or from a railway wagon into a yard, provided the crane and the barge, 
or the crane and the railway wagon are brought so close to the point at 
which the material is required to be placed that the only motions the 
crane has to make for each piece of material transported are lifting, 
slewing and lowering. The crane is made portable, not so that it can be 
used to lift a piece at one point, transport it to another and then lower 
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it, but so that it can be brought to the point at which it is required to 
discharge its primary function, namely: the lifting and lowering of 
material. A five ton crane of this type will weigh somewhere between 
22 and 27 tons, so that in transporting 5 tons of material 100 ft., by such 
an instrument, we actually move a total of between 27 and 32 tons 
100 ft., and from 22 to 27 tons, armother 100 ft., so as to bring the empty 





THE ELECTRIC TRAVELLING CRANE WITH 
UNDERHUNG JIB 


crane back to the starting point. The waste- 
fulness of this process is obvious from this state- 
ment, apart from the fact that the rate of motion 
in transportation is necessarily very slow. 

For general work, tools of general utility are necessary but, as has 
been stated, the whole secret of economical manufacturing in large 
quantity, is the designing of special methods and special tools for each 
individual process. 

The third thing to remember is that the ideal to be aimed at is 
“continuity of operation ” and, therefore, continuous methods of trans- 
porting material should always be sought. If material is being moved 
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from “A” to “ B ” and the transporting instrument has to return along 
the same route in order to take up another load, it means that the trans- 
portation is necessarily more intermittent than it need be. Therefore, 
one road for going and one road for returning empty should always be 
provided, unless it is possible to obtain a method of transporting in 
which no return journey is necessary, ‘and very often it is possible. 

Having laid down these three principles, we can proceed to discuss 
the various methods of transportation available, and for this discussion 
the problem may conveniently be divided into two—vertical transport 
and horizontal transport. 


Vertical Transport 


Amongst instruments for vertical transport, the most common are, 
of course, cranes. The various types of cranes available are probably 
so well known that it is not necessary to say anything about them. The 
exception to this is the Electric Travellmg Crane with an underhung 
jib which is exceedingly useful in certain cases. (Fig. 1). It enables 
goods to be handled to points outside the gantry on which the crancis 
running, and this is very useful for loading up wagons, for reaching 
from one bay of a building in to adjoining bays, or from loading into 
barges from a shed lying either end on or sideon towards a dock. The 
only other comment which need be made about cranes is that they are 
very frequently abused, being designed primarily as lifting instruments 
or for vertical transport and, as their locomotive function is a subsidiary 
function and only given to them for the purpose of bringing them into 
proximity with their work, it is an abuse to make this locomotive function 
their primary function and results in expenge, loss of time and 
discontinuity of operation. 

Another instrument for Vertical Transport is the hoist or, as the 
Americans prefer to call it, the Elevator. On account of the fact that 
having lifted a certain quantity of material the hoist must necessarily 
return to obtain another load and must return by the same route, it is 
discontinuous in operation and, to this extent, inefficient. This dis- 
continuity can be reduced by having several side by side working on the 
same duty. It has one advantage over cranes, however, and, to my 
mind, it is a considerable advantage. It cannot be abused by being 
used for horizontal transport—it can only discharge its primary function, 
viz: lifting and lowering: and, in consequence, it usually discharges 
that function more efficiently (taking things all round) than a crane. 

Wherever possible, following the ideal of a continuous flow of material, 
continuously acting elevators should be considered, and wherever a 
problem in lifting arises, for the solution of which it might be possible 
to obtain a continuously acting elevator, the services of some firm skilled 
and experienced in the design of this kind of plant should be sought, 
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and a solution of the problem should not be abandoned until it is definitely 
shown that it cannot be solved by this means. So many wonderful 
things have been done in the direction of lifting material both by loose 
material elevators, handling such material as grain, coal, coke and earth, 
and also by elevators specially designed to handle packages and pieces 
that one gets the impression that no problem is really impossible of 
solution by this means. 

For lowering material, of course, gravity can quite often be efficiently 
and effectively used. If the vertical transport is in a multi-storey 
building, the raw materials may be carried up either in continuous 
elevators, in hoist, or by means of cranes, and brought down again by 
gravity from floor to floor and from process to process, either by the 
same means or by slides or shutes, either straight or spiral, specially 
designed for the purpose. The principal difficulty would usually be in 
designing an automatic means of charging above and clearing below. 


Horizontal Transport ; 

The simplest method of horizontal transport is the “truck,” and 
considerable progress has recently 
been made in the design of trucks. 
The trucks may ron either on the 
floor without any fixed track or with 
a rail either of narrow gauge or of 
ordinary railway gauge according to 
the size and weight of the’material 


to be transported. For ordinary 
light transport about a shop, without 





oe Fig 2 
‘“COWAN TRANSVEYOR’’ SHOWING THE BOGIE 


the need for fixed tracks, that is to say—to carry a load up to, say, 2 

tons, and of ordinary bulk, a truck of the type shown; viz.: the 

“Cowan Transveyor” takes a good deal of beating. This truck consists 
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of a three wheeled bogie on ball bearings, the body of which can very 
readily be elévated and lowered—this bogie is the locomotive portion 
of the appliance. For each bogie a certain number of skids or decks 
are provided as shown in the illustration, and the material is loaded up 
on these decks. When it is desired to remove the material, the bogie is 
run in under the skid, the skid is thert lifted by a simple movement and 
the whole load can be freely moved. 

` Tt is possible that trucks of this character will entirely supersede 
the narrow gauge shop railway hitherto used—the fact that one is 





A PILE OF SKIDS 


able to obtain smooth and easy motion by the combined effect of broad 
wheels running on smooth floors with ball bearings, rendering the rails 
in most cases entirely unnecessary, and making the contrivance more 
generally useful For heavy loads, there are a number of very good 
self-propellmg vehicles—the motive power usually being electricity, 
given from Storage Batteries. 

Another method of horizontal transport that has been largely 
developed of late years is the continuous Conveyor. Band and trough 
conveyors are very extensively used for loose materials, such ab coal, 
grain, ore, sugar cane and so on, and they are, of course, continuous 
in operation. In the same way that it is possible to design package 
elevators, it is possible also to design package conveyors principally 
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of the slat type and an example of these by the The Ewart Chainbelt 
Co., Ltd., is shown below. 

The advantage that conveyors of this kind have over trucking is 
that they are continuously acting at a higher rate of speed than the 
trucks can move, and the only attention they require is the loading at 
one end and the clearing at the 8ther. The disadvantage, of course, is 
that they are rather limited in their scope since there is a limit to their 
length, and they cannot turn corners without multiplication of conveyers, 
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GENERAL VIEW OF SLAT CONVEYOR 


and also they often occupy floor space. It must be remembered, 
however, that there is no necessity to provide a return track—the 
conveyor is really an endless belt. 

Generally speaking, these conveyors are specially designed each for 
its specific purpose and the charging and discharging mechanism is also 
specially designed, and there does not seem to be any limit to their 
possibilities. There is another kind of conveyor, however, that has 
recently come into fairly extensive use and it has many advantages— 
it is called “the gravity conveyor ” and consists of a series of rollers 
mounted with ball bearings on spindles that are attached to side 
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frames. The frames carrying the rollers are mounted on legs or hung 
from ceilings in such a way as to be either perfectly horizontal or with 
a very sight declivity, in the direction in which motion is desired. 
This declivity varies, when automatic motion is required, between 
2% and 4 per cent., according to the size and weight of the pieces to be 
transported. Anything can be convéyed on these conveyors that has 
one flat surface, switches can be provided so that the material may move 
from one track to another, and curves are made so that it can turn 
corners; no motive power is required for this conveyor and it auto- 
matically comes into operation when it is required—that is to say 
when a piece or package is put upon the conveyor, it automatically 
- begins to move towards its destination at a moderate pace, and requires 
no further attention until it gets there. In the case of a line of con- 
veyors being used to feed with raw material a certain batch of machines, 
it is often convenient to provide two conveyors, one above the other. 

The raw material comes in on the lower conveyor and lies there 
until required, and finished work is placed upon the upper conveyor and 
moves quietly away to its destination without any cost, noise, or trouble 
of any kind. The cost of operation and maintenance of these conveyors 
is practically nothing, amounting as it does merely to the wear and tear 
in the ball bearings, plus the rent and other burden of the floor space 
occupied. Provided the conveyor track is properly designed and tested 
at the time of installation, no supervision is required. Automatic 
charging and discharging mechanisms can be designed and fitted if neces- 
sary and some of these are shown in the illustrations. If the conveyor 
is a very long one and there is difficulty in obtaining the necessary fall, 
an elevator can be inserted at any portion of its length, or, alternatively, 
the grade of the conveyor may be reversed and the rollers compelled to 
revolve by motive power in much the same way as the feed rolls in a 
rolling mill are driven to feed the bars into the rolls. 

During a recent visit to the United States, I visited a Smallarms 
Ammunition Factory at Lowell, Mass., that was being equipped, and 
has partially been equipped, with these conveyors. I was, of course, 
very greatly struck by the method of transporting material and it was 
really a fascinating sight to see the material moving about the place 
quite automatically without any noise, confusion or congestion. One 
of the things that impressed me most was the striking contrast in point 
of orderliness between a department in which the ordinary methods of 
trucking were used and the department doing precisely the same work 
that had been fitted with Gravity Conveyors. On the one hand, you 
certainly had a very busy scene, but there was a good deal of confusion 
with piles of boxes, a great many people and a good deal of motion. 
In the other department, no packages of material were standing on the 
floor whatever, no person was present in the department but the machine 
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operatives, and the general air of tidiness and orderliness was 
remarkable. x 

In my opinion, no one who is laying out a new factory for repetition 
manufacturing can afford to neglect this method of transport, and those 
who have existing factories would do well to consider it and perhaps 








RUNWAYS, WITH TRAVELLING PULLEY BLOCKS 


experument with it. Both as an eulogium of this method of transport 
and as an example of a well drafted advertisement, the following 1s 
worth quoting— 

Greater than Electricity, gieater than Radium, greater than TNT The 
Power that holds and moves greater masses than any other power, so great that 
it 18 forgotten, so universal that it is overlooked. It has been working silently, 
quietly, unostentatously every second throughout every year that has ever been 
and it will go on working every second throughout every year that ever will be. 
It works without cost, without consumption of fuel of any kind and without expert 
attention It will be your willing servant and the willing servant of every 
inhabitant of the earth if need be without ın the least detracting from its energy 
in any other direction. We cannot supply the Power but we can supply the 
apparatus to let you use the Power. The Power 13 already in your factory, wherever 
it 19 sttuated, and 1ts name is “ Gravity ” 


Another method of transporting horizontally that is increasingly 
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coming into use in the modern factory is one that requires for its use a 
lifting appliance and an overhead track—it is the overhead runway. 
The track may consist of a flat bar set on edge or an angle or a rolled 
steel joist with its axis vertical, and points, crossings, curves and junctions 
of all kinds can be provided. The movable piece may be a simple pulley 
block attached to a trolley running ôn the track on ball bearings, the 
whole being moved by manual power. The power required to move a 
given load being very small indeed, or it may be an elaborately designed 
electrically propelled mechanism carrying an attendant in a cage. These 
runways have been developed by a large number of makers. That 
illustrated on pag? 495 is by Herbert Morris, Ltd. 

One accessory to these runways is called a “ Transporter Bridge.” 
A bridge, which is exactly similar to the bridge portion of a Travelling 
Crane and has the travelling mechanism but, carrying, instead of a crab 
a length of runway track, can move at right angles to the path of the 
runway and thus cross several lines of runways. Stops, more or less 
automatic in action, are provided so that the bridge will always stop 
opposite a line of runway. It is thus possible to run the travelling 
pulley block or electric traveller on to one of these bridges and transfer 
it without running round curves or over junctions on to any other line 
of runway intercepted by the transporter bridge. 

There is another overhead means of transport but it hardly falls 
within the scope of this article—it is transport by means of “ Aerial rope 
ways” and is generally used for such purposes as conveying ore, fuel, 
ashes and spoil over fairly considerable distance without any interference 
to what is gomg on underneath. 

In laying out any new works or re-considering the layout of any 
existing works, means of transport should be carefully considered before 
layouts are prepared, and, a review should be made of all conceivable 
methods and the one best suited to the purpose should be chosen in each 
case and, as far as possible, single purpose and continuous methods of 
transport should be preferred to others. The layout plans and the 
designs of the buildings should then be arranged to suit the method 
selected. 





A thoroughly reliable system of costing which, while affording valuable statistical 
information, also provides returns of trading results based on cost records. 





Flour Mill Costing 


By Davin Mom 


N: branch of accounting has*developed more rapidly during recent 
years than that dealing with the reconciliation of cost records with 
trading results. 

Owing no doubt to the requirements of the various Government 
Controls, manufacturers have had to keep more accurate records of 
costs than they did in pre-war or pre-control days. The haphazard 
and rough-and-ready method of costing so common in many industries 
is usually based on a formula that takes no account of changing values 
and altered conditions. Such a method is seldom accurate and cannot 
be used to properly estimate the cost of the finished article. Moreover, 
no reliable records can be prepared from such a system to enable the 
manufacturer at the end of the financial period to check the figures of 
the trading account. 

The proper system of costing, while giving a great deal of valuable 
information of a statistical nature, should also furnish returns showing 
trading results based on cost records. 

The factors to be taken into account in connection with Flour Mill 
Costmg are— 

(1) The cost of the various wheats used ; 

(2) The costs of production, including sacks, wages, repairs, coal, 
water, light, oil and stores, books and stationery, office expenses, 
administrative expenses, interest, depreciations, etc ; 

(3) The value of Flours manufactured ; 

(4) The value of Offals and Screenings manufactured. 

. While it is possible for the flour miller to estimate very accurately 
the value of the production of each grist, it is more important that the 
costing records be based on a week’s production. 

Here is (a) the form of a Weekly Cost Statement and (b) the form of 
a Summary of Weekly Cost Statements— 


(a) FORM OF A WEEKLY COST STATEMENT. 























NAE T 
Qrs. Cost, | Sacks. Valus 
Wheat . . Flour . . . : 
No. T.C.Q. Ibs. 
Expenses... Loss 
Profit . . . 
4 ————, 
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() FORM OF SUMMARY OF WEEKLY COST STATEMENTS. 
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The totals of the fifty-two weekly items in this summary should 
substantially agree with the Trading Account figures, the loss or profit 
being practically the same as shown therein. 


Estimating the Quantity of W heat Ground , 

There are three methods commonly adopted to ascertain the quantity 
of wheat ground— 

(1) By accepting the weight as recorded by automatic weighing 
machine. 

(2) By carefully finding the weight of the production and adjusting 
this weight by deducting the amount of water that has been added to: 
the wheat before going to the mill and by adding an estimate of the 
amount of leakage. 

(3) By taking stock of the wheat each week and arriving at the 
result in the following manner, viz.— 

No. of Ors. 
Stock of Wheat in Mill to begin. . . Bel te 
Add received during week as per Wheat Received Book . 
Total 
Lees Stock of Wheat at end . : x 


Ground 


If the automatic weighers could be relied upon to run without stopping 
and weigh each load accurately to one tenth part of a Ib., the records 
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would furnish a correct statement of the wheat sent to the mill, and 
there would be no need to adopt any other method to arrive at the 
“quantity”? item. Unfortunately, the weighers are not always reliable 
and it becomes necessary to use one or both of the other methods men- 
tioned. At the same time, if the weighers are running fairly well the 
records will be found useful fos checking the “Ground” item in 
method (3). 

For a short period, method (2) is the best. Take the weight of 
production at 100 tons, assume that one per cent. has been lost in evapor- 
ation, etc., add the known percentage of water (say 14 per cent.), and the 
weight of the wheat ground may then be found thus— 





Tons. 
Weight of Flour, Offals, and Screenings i ; . 100 
Add Leakage . : r 7 4 . F $ 1 
101 

Less Water added . ‘ i : : . 2 iy 

Weight of Wheat Ground . . 8d) 


or simply deduct half of 1 per cent. from the weight of the production. 
This method would be nearly accurate if the miller was always able to 
tell the loss of weight in milling. 

Owing to the difficulty of taking an accurate stock of wheat on hand, 
method (3) is never satisfactory for a short period, say of a week or even 
a fortnight, but the longer the period the more accurate this method 
becomes. If the stock of wheat is carefully taken at the end of each 
financial year, then, Stock to Begin, plus Received during Year, minus 
Stock at End, should give the Quantity Ground during the year. If 
this quantity differs from the records of the automatic weighers it will 
prove that the automatic weighers have gone wrong, and if it differs from 
the quantity ground arrived at from the production it will prove that 
method (2) is also wrong. The wise miller, however, will take advantage 
of all three methods, using the weekly records of the weighers to check 
the ground item in method (3), using method (2) for short periods 
of 24 hours or 48 hours, and relying on method (3) as the ultimate 
test. 

If all those methods are used in conjunction the total weight of wheat 
as shown im the Summary of Weekly Cost Statements need not be an 
approximate estimate of the wheat ground, but the actual quantity that 
has passed through the mill during the year. 


Estimating the Cost of Wheat Ground 


A Wheat Costing Book should be kept showing the details of the 
charges of each consignment of wheat. A Summary Costing Book (loose 
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sheets are better) should record the particulars of the Wheat Costing Book 
as folows— 





SUMMARY OF WHEAT COSTING BOOK. 
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Additional columns may be used for narrating such particulars as 
Costing Book Folio, date of principal invoice, name of merchant and name 
of ship. 

, The items in this summary should represent all the charges for the 

wheat until it arrives at the mill. Credits should be entered in red ink, 
and deducted instead of added. It will be found convenient to record 
as the first entries in this summary, the stock of wheat—quantity and 
value—at the beginning of the year. The total of the summary will then 
be the quantity and cost of the wheat invoiced during the year, plus the 
quantity and value of the wheat in stock at the beginning of the year. 
Deducting the value of wheat at the end of the year from this total, the 
remainder will show the actual cost of the wheat ground. The quantity 
ground is also ascertained from this summary by deducting from the 
total the quantity in stock at the end of the year. 

An interesting comparison may be made of the “quantity items 
shown in the summary of the Wheat Costing Book with those of the 
Wheat Received Book. None of the items may agree except the 
“ground ”?” item which must be the same in both cases. The figures 
may turn out as follows— 


ç ” 














Waeat Recervep Boox. Waeat Costina Boox SUMMARY. 

Qrs. Qrs 
Stock in mill to begin . . 20,000 Stock to begin ‘ : . 50,000 
Received durng year. . 240,000 Invoiced . . . . 225,000 
280,000 275,000 
Stock in mill at end ` . 10,000 Stock at end : i . 25,000 
Ground x . 250,000 Ground x . 250,000 
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The differences in stocks are due to items invoiced but not received 
being added to the stock in mill at the end of the financial period. 

For the purposes of weekly costing this method would be of little 
use if made out only at the end of the year. A statement on the lines 
indicated should be made out quite frequently, thus— 

Quantity and Value of Wheat’to begin . 
Add Quantity and Cost of Wheat received to date. 
Total =. n 
Less Quantity and Valus on hand at date : 3 
Quantity and Cost of Wheat Ground to date . 

If the above particulars are ascertained for the period to the end 
of the fifteenth week, the item “‘ Cost of Wheat Ground to date ” should 
equal approximately the cost of wheat as shown on the “Summary 
of Weekly Cost Statements ” for fifteen weeks. 

Millers will also find it convenient to use another method to ascertain 
for the weekly statement the cost of the wheat used. If, for example, 
50 per cent. of a wheat costing 62s. and 50 per cent. of a wheat costing 
58s. are used, the cost of the mixture is 60s. Calculations of the cost are 
seldom quite so simple as this one, but the principle is the same as if a 
dozen different kinds of wheat, each at a different price, are used in the 
course of a week. Fairly accurate results are obtained by this method, 
but certain extraordinary charges, such as storage and extra cost of 
cartage, are apt to be overlooked, especially if the invoices for them are 
not received until after the wheat has been ground into flour, 

If both methods indicated are used in conjunction, the cost of the 
wheat as shown in the “ Summary of Weekly Cost Statements ” should 
coincide with the cost as shown by the Trading Account figures. 


Estimating the Cost of Sacks Used 

In the days before the Ministry of Food took possession of the flour 
mills of this country many millers sold flour at a price which included the 
sack. Returned sacks were credited by the muller at the market price 
ruling for second-hand sacks. In those days the miller estimated the 
cost of sacks by taking the price credited for the returned empties and 
charging accordingly. When new sacks were bought the cost was 
estimated in accordance with the invoice price. The Ministry of Food 
now requires the miller to charge a price for the sack in which the flour 
is contained and to record the price as a separate item on the invoice. 
Credit is passed in full when the sack is returned in good order. 

The two systems of trading require distinctly different methods of 
costing. In the first case, the cost of sacks is properly ascertained by 
taking the value of empty sacks at the beginning of the period, and adding 
credits to customers and invoices for separate purchases to date, and 
deducting the value of sacks at the end of the period. In the second 
case, the factor of cost is the depreciation of the sack. When the sack 

601 





Bustness - Organisation : and : Management 





has made several journeys to and from the baker it becomes too worn 
or too dirty to be suitable for flour. In that case, it may be sold as an 
old sack and realise only about one-fourth of its original cost. Incident- 
ally it may be remarked that the Flour Mills Control Committee—that 
department of the Ministry of Food which governs the flour mills—has 
a difficult problem in the sack question. When de-control takes place 
it will be no easy matter to determine the depreciation factor in the 
case of thousands of flour sacks in all the stages of diminishing value. 
The Flour Mills Control Committee will also have to decide on the question 
of the miller’s liability to credit customers for empty sacks held by them 
at the time of the de-control. The number of empty sacks held by the 
baker is an unknown factor at any time, and no amount of book-keeping 
will enable the miller to determine his liability to each customer. 


Estimating the Expenses Charge 

At the end of each year the total expenses should be divided by the 
number of sacks of flour produced during the year. This will give the 
rate of expenses per sack of flour produced. The rate thus ascertained 
may be used during the following year when estimating the Expenses 
charge in the Weekly Cost Statement. 

The factors operating on the expenses rate are not only wages, coal, 
and so on, but also the number of sacks produced. If the production 
be increased or diminished during the currency of the year an adjustment 
in the rate of expenses may be necessary. So also an increase in wages 
without any increase in the production would mean an increase in the 
rate of the expenses charge. 

A miller possessing one mill only will be able to make useful compari- 
sons of the rate of expenses for one period with another.- If the numerous 
items of expenses are analysed and each divided by the number of sacks 
produced he will be able to note the variations in the rate for each par- 
ticular item. There is almost no limit to the amount of detail that could 
be shown in a statistical statement drawn up as follows— 

















1913. 1914. 1915, 
Rate Rate Rate 
Amount. | Pence | Amount, | Pence | Amount. | Pence 
. | per sack. per sack. per sack. 
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Sack Store 
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If a statistical statement on the lines indicated is useful to a miller 
possessing one mill only it is of tremendous importance to the owner 
of two or more mills. The advantage of being able to compare 
the expenses of a number of mills for the same period can hardly be 
over-estimated. 





Estimating the Value of Flour Produced 

Since the control commenced in 1917, flour, of one grade only, has 
been sold by the miller at 44s. 3d.1, ex mill, subject to deductions for 
Flour Factors’-Commission and certain discounts for prompt payment. 
No difficulty need have been experienced during the period of control in 
estimating the value of flour produced. But, prior to the control, millers 
manufactured various grades of flour and the value was ruled by the 
market prices. These prices were influenced not altogether by the cost 
of wheat or the expenses of production and quite often millers sold flour 
at a considerable loss although at other times they were fortunate in 
securing extra profits. 

In describing the system of costing applicable to the mills that, prior 
to control, sold flour at a price which included the sack, it should be 
noted that the value of the Flour Produced should be based on the ex mill 
price. Both flour and offal are sold sometimes at an ex mill price, 
sometimes at a F.O.R. price, sometimes at a Carriage Paid price, and 
sometimes at a Delivered price, but it will be found advantageous to 
estimate the value obtained on the one basis, and the one most easily 
ascertained is the value ex mill 

The data furnishing the value of Flour Produced is obtained from the 
books of account Millers may find it convenient to estimate the value 
of each brand of flour manufactured for it often happens that a different 
value is obtained when producing simultaneously a high-grade and a 
low-grade flour than when producing a straight-run flour. But for the 
purposes of a Weekly Cost Statement it is necessary only to determine the 
average value of flour produced. 

The ordinary book-keeping records should furnish the following 
particulars— 

(1) Number of sacks of flour delivered and amount of Day Book 
entry ; 

(2) Number of sacks of flour returned, if any, and amount of credit 
as per Credit Day Book ; 

(3) Allowances and overcharges as per Credit Day Book ; 

(4) Discounts allowed. 


The remainder after deducting (2), (3), and (4) from (1) grves the net 
deliveries and the net amount received for flour. Dividing the net 


1 Since March 16th, 1920, the price has been 636. 6d. 
503 





Business : Organisation - and : Management 


amount received by the net deliveries, the result is an average price. 
If all flours were lifted at the mill by the customers, this average price 
should be the price ex mill. But some of the deliveries of flours-charged 
through the Day Book will be charged at a F.O.R. price while others 
will be charged at a carriage-paid price. It will therefore be necessary 
in order to arrive at the price ex mill, to estimate the amount of the 
Railway Carriage when the goods are sent Carriage Paid and the amount 
of Cartage when the goods are carted from the mill to the railway station. 
These particulars are easily obtained as railway companies and carting 
contractors render accounts monthly. 

Therefore a statement should be made out each week on the lines 
indicated and in a style similar to the following— 

Sachs. Values. 


Totals as Day Book . i . : — cae 

Lose Credits, Discounts, etc. y 7 i — e 
Net Deliveries and Net Value . — — 
Lesa Carriage and Cartage payable by Miller — — 
Net Deliveries and Final Net Value . . — — 


As already stated, the net deliveries divided into the Final Net Value 
should give the price ex mill, and this price ts the basis on which to value 
the production. 

The quantity of sacks entered on the Weekly Cost Statement should 
be the net production. To record on the one side the gross production 
and on the other side the quantity remilled is a cumbrous and 
unsatisfactory method. 


Estimating the Value of Ofals 

A similar method to that for flour should be adopted to estimate the 
value of offals, care being taken to arrive at the weight of net production 
in tons, cwts., qrs., and lbs. 

In ordinary times the costing of a flour mill is complicated by varia- 
tions in the quality and outturn of the wheat, and is complicated also 
by violent fluctuations in the value of flours and offals produced, but in 
spite of these things it is possible to prepare Weekly Cost Statements 
with approximate accuracy. 

If advantage is taken of to date costs and to date values in the manner 
shown in this article, there is no reason why the cost records should not 
show, independent of the fmancial system, the profit or loss for the year. 

The cost records and the trading accounts figures may not coincide 
exactly with one another, principally because certain items in the expenses 
charge cannot be accurately determined, but there should be close approx- 
imation between the two sets of figures in such agreement that the 
Summary of the Weekly Cost Statements may be described as 
substantially correct. 
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An interesting artiole discussing the powers of control of a Company possessed by 
a majorily of the Shareholders assembled in general mesting. 





Notes for the Company Secretary 


By ALBERT OREW, Barrisler-at-Law; Author of ‘‘ Company Law: 
The Companies Consolidation Act, 1808 ” 


I].—The Control of a Company in General Meeting 


The Principle of the Supremacy of the Majority 
T cardinal rule of corporation law, that a majority of its members 
prima facte is entitled to exercise the powers of the corporation, 
is laid down by Sir R. Baggallay in N.-W. Transportation Co. v. Beatty 
(1881), 12 A.C. 589 (at p. 593): “ Unless‘some provision to the contrary 
is to be found in the charter or other instrument by which the company 
is incorporated, the resolution of a majority of the shareholders duly 
convened, upon any question with which the company is legally com- 
petent to deal, is binding on the minority and, consequently, upon the 
company ; and every shareholder has a perfect right to vote upon any 
such question, though he may have a personal interest in the subject- 
matter opposed to or different from the general or particular interests 
of the company.” 


The Majority must be Usually a Three-fourths Majority 
of those Present at a General Meeting of a Company 
In regard to ordinary routine business of a company (¢.g., election 

of directors or auditors, declaration of dividends, adoption of directors’ 

reports), a mere majority of those present in person at a general meeting 
of a company, and where articles allow by proxy, is sufficient to bind 
the meeting and, consequently, the company. But all important busi- 
ness of a company (¢g., changes in the constitution, either in the 
memorandum or articles; winding up; powers to compromise with 
members, creditors; and other special business) require the passing 
of a special or extraordinary resolution at a general meeting, which, 
in turn, must be supported by a three-quarter majority, in accordance 
with Section 69 of the Act of 1908. The majority, then, except in 
regard to ordinary business, is a three-fourths’ majority of those pre- 
sent either in person or by proxy (when articles allow the latter), and 
is supreme. The Court will, as a rule, respect any decision such 
majority has arrived at, and will, on occasion, assist it’to enforce its 

decisions on a recalcitrant minority. [Exeer & Crediton Rastlway v. 

Buller, 5 Rail. Ca. 211.] The majority, whether a bare majority or a 

three-quarter majority, has complete discretion in all matters of internal 

policy and administration; may carry on the affairs of the company 
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as it thinks well; and decide whether any or all of its powers should 
be delegated and, if so, to what extent, provided the company does not 
extend- its objects and powers, and conforms to all the regulations 
governing them, which are laid down by statute or principle of law. 
The Rule of Foss v. Harbotle (2 Hare 461). This principle of 
majority rule is emphasised in Foss v. Harbottle, where two members 
of a company took legal proceedings against the directors to compel 
them to make good losses sustained by the company by reason of the 
fraudulent acts of such directors. The Court held that as the acts com- 
plained of were capable of confirmation by the majority of the members of 
the company, the Court would not interfere ; in other words, it was left 
to the majority to complain or to condone as they think best. And in 
McDougall v. Gardiner (1875), 1 Ch. 13, where a single shareholder 
complained of a breach of articles, it was held that the litigation ought 
to be in the name of the company, for that it was for the majority to 
say whether they wished to complain or not. If the thing complained 
of is a thing which in substance the majority are entitled to do, or if 
something has been done irregularly which the majority of the com- 
pany are entitled to do regularly, or if something has been done illegally 
which the majority of the company are entitled to do legally, there can 
be no use in having a litigation about it, the ultimate end of which is 
only that a general meeting of the company has to be called, and then 
ultimately the majority gets its wishes. But the will of the majority 
to be effective under this rule must have been expressed in accordance 
with the articles of association at a meeting, properly convened, pro- 
perly constituted, and properly held. And, in particular, it must be 
a Majority of those present, not a majority of those present and voting. 


Chief Qualification to the Principle of Majority Rule 


The chief and almost universal limitation of the control of a company 
in general meeting is the vesting in the directors by the articles, certain 
specific powers (¢.g., to make calls, to control and generally to manage 
the company’s affairs), and such powers are exclusive to the directors, 
and the majority cannot interfere. In such cases, the shareholders 
have, by express contract, mutually stipulated that their common 
affairs should be managed by directors appointed by the shareholders 
in accordance with the articles; and there is usually no right to 
remove such directors, apart from misconduct, except by special resolu- 
tion, and then only if the articles so provide. Even a resolution of a 
numerical majority at a general meeting of a company cannot impose 
its will upon the directors, when the articles have confided to them the 
general control of the company’s affairs. [Atdomatic Self-Cleaning 
Filer Syndicate v. Cunninghame (1906), 2 Ch. 34.] If the directors 
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refuse to accede to the wishes of the majority of a company, the com- 
pany can either take away their powers by altering the articles (which 
requires a special resolution), or elect other persons as directgrs when 
the directors come up for re-election. The former requires a three- 
fourths majority, and has the advantage of expedition; the latter 
requires a bare majority, and has the advantage of practicability, but 
often necessitates waiting perhaps years until the terms of office of the 
directors have expired. 


Limitations to the Control of a Company in General 

Meeting 

The control of a company in general meeting is then governed by 
its majority. No majority, however, of a company can sanction that 
which is sära vives the company or is illegal even by the unanimous 
vote of the whole company, neither is a majority entitled to practise 
a fraud upon a minority as in Menser v. Hooper's Telegraph Works 
[1874], 9 Ch. 350, where the majority was alleged to be endeavouring, 
directly or indirectly, to appropriate to themselves money, property, 
or advantages which belonged to the company, or in which the other 
shareholders were entitled to participate; and the Court will, as in 
Alexander v. Automatic Telephone Co. (1900), 2 Ch. 56, interfere where 
there is no actual fraud, but where the wrongdoers constitute or con- 
trol the majority. A minority cdh prevent a company from acting on 
a resolution obtained by a trick, as in Bathie v. Oriental Telephone & 
Electric Co. (1915), 1 Ch. 503, where the notice of the meeting did not 
give a sufficiently full and frank disclosure to the shareholders of the 
facts upon which they were asked to vote. An ordinary resolution 
inconsistent with the articles is invalid, unless it is confirmed as a 
special resolution. [Quin & Axtens v. Salmon (1909), 4 A.C. 442.] 
The majority must, in fact, act bond fide in the interests of the com- 
pany as a whole, and any act which is tainted with fraud or bad faith 
does not bind the company. It is skra vires the company for a com- 
pany to alter its articles enabling it to expropriate the minority on 
paying proper compensation; though if the articles already contain 
such a provision, there is no reason why a company should not in pro- 
per cases, and for the benefit of the company as a whole, exercise such 
power. 


Powers of Majorities and Directors ‘‘ inter se ” 

Articles usually vest the directors with general powers, but do not 
give them all the powers of the company; or it may be that, though 
fhey have all the powers of the company, they are unable to exercise 
them in regard to some particular transaction by reason of their being 
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themselves personally interested in such transaction. In such circum- 
stances, the matter can be submitted to a general meeting, and the 
resolution of the meeting will sanction or not, as the case may be, 
what the directors have done or propose to’ do. If the directors act 
outside their own powers but smra vires the company, the majority 
at a general meeting may ratify and make such act valid. , But if the 
act is #Hva vires the company, the members cannot ratify or acquiesce 
in such act even by the unanimous vote of every member of the com- 
pany. Articles being a contract between the members of a company 
inter se, it follows that when a company has delegated its powers and 
duties to directors, and there is a deadlock which prevents the directors 
fulfilling their duties by electing, e.g., additional directors ; the principle 
of the: supremacy of the majority 1s applicable, and the company in 

general meeting can act (Barron v. Potter, 1914, 1 Ch. 895). 


Company must Act at a General Meeting Duly 
Convened 


Primdé face a company can only act at a general meeting duly con- 
vened, duly constituted, and duly held; but in a company not pro- 
posing to issue any of its shares to the public, an arrangement made 
with the full knowledge of all the members may be as binding as if it 
had the sanction of the company in general meeting. [Geo. Newman 
& Co. (1895), 1 Ch. 674.] The assent of every member of a company 
given separately has not the same effect as a resolution passed at a 
general meeting in ordinary circumstances, unless the articles specially 
so provide, or the company does not make any appeal to the public 
for subscription for its shares: for companies cannot think and act 
without meeting. Thus, in fact, a company is controlled by general 
meeting. It may delegate its powers to directors and lay down regula- 
tions governing its constitution and administration. But it may also 
withdraw or modify those powers and alter those regulations in general 
meeting which usually require a special or extraordinary resolution. 
This, in turn, means a three-fourths majority, of those present at a 
general meeting of a company. 


(To be continued.) 
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The Accountancy Incidental to 
Company Amalgamations 


By ARTHUR H. Ourrorrs, F.O A. 


IT 


Example of a Complete Amalgamation whereunder a 
New Company is formed to acquire the Businesses of 
Existing Companies 

r is therefore suggested that, under these circumstances, the best 
course would probably be for each company to sell its business to a new 

company at a fair value, and for the new company to issue its shares as 

consideration therefor. The two existing companies would then go into 
liquidation and would distribute the shares in question among their own 
shareholders. 

In this event some calculations would be necessary in order to arrive 
at the fair value of the business of each existing company. 

As regards Company E, it is to be noted that the assets, according to 








the books, amount in total to— £57,000 
but that the Land, Buildings, Plant, etc.. aro Mortie- ae 

wiuch exceeds the book value by at least . ; 40,000 

making the real value of the Assets 97,000 

from which would require to be deducted the hhabiltes, namely 5,000 

leaving the net value of the Assets . . $ : . £92,000 


The foregoing figure of £92,000 is, however, exclusive of any value 
there may be in the goodwill of the business. No item for goodwill 
appears on the balance sheet ; it is, however, evident that the goodwill 
is of value, seeing that the earnings, namely £27,000, represent nearly 
30 per cent. of the value of the capital employed. 

The goodwill of a business may be said to represent the capitalised 
value of what may be termed the “ super profits,” that is of profits over and 
above a figure representing a commercial return on the capital employed 
in the business. If in the present instance a fair commercial return on 
the capital employed of £92,000 is taken at 10 per cent., namely £9,200, 
and this £9,200 is deducted from the profits of £27,000, super profits 
remain of £17,800, and it might be fair to capitalise these super profits 
at, say, four or five years’ purchase. By this means a value of the 
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goodwill would be arrived at of anything between £71,000 and £89,000, 
or, say, £80,000. 

On adding this figure of goodwill to the value of what may be called 
the ‘‘ tangible ” capital of £92,000, a total value of the business is arrived 
at of £172,000, and as the issued capital is represented by 50,000 shares 
of £1 each, this would result in a value being attributed to each {1 share 
of nearly £3 10s. 

In regard to Company F,/it will be seen that the fair value of the 








assets, exclusive of goodwill, is— £35,000 
from which have to be deducted the Habilites of . à S 5,000 
making the Net Assets, exclusive of Goodwill ‘ x . 30,000 
The Net Profits, it will be noted, are . . 15,000 
and if from these profits there is deducted a sum represent- 
ing 10% on the Capital employed of £30,000, say . . 3,000 
“ Super Profits ” remain of . Š : : a ; . £12,000 


and if these super profits are capitalised at four years’ purchase, a value 
of the goodwill would be arrived at of £48,000, while if they were capi- 
talised at five years’ purchase, a value would be arrived at of £60,000. 
It is to be noted that the earnings of Company F are even higher in ratio 
to the capital employed than are those of company E, and where a high 
earning capacity exists there is not, in theory, the same security for its 
maintenance as would be the case if it were lower. Perhaps, therefore, 
it would be unfair to attribute to the goodwill of Company F a higher 


figure than £50,000. 


£ 
On adding this figuro o; of : z x . 50,000 
to the value ot the “ tangible ” Capital employed, namely . 30,000 
a total value of the business is arrived at of . : . £80,000 


The issued share capital is represented by 30,000 shares of £1 each, 
so that on the above basis each £1 share would be worth £2 13s. 4d. 

If, therefore, the new company were to acquire the business of 
Company E for, say, £175,000, and the business of Company F for, say, 
£80,000, it would issue to the existing companies respectively its own 
shares of the above nomimal amounts. The existing companies would 
go into liquidation and would distribute the shares among their own 
shareholders, the shareholders of Company E receiving seven shares for 
every two existing shares, and the shareholders of Company F receiving 
eight shares for every three existing shares. 

The balance sheet of the new company would then appear as 
follows— 
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Share Capital, Reserves, and Liabilities. 
Share ital (in shares £ 
of each)— 
to Company E £175,000 
F 000 


” on 2 





255,000 





£285,000 


THIRD EXAMPLE. 











Assets. 
Land, Buildings, Plant, £ 
otc., acquired 
Company E £10,000 
Ditto „000 
—--——* 95,000 
Stock, Book Debts and : 
Cash acquired from 
Com: E . 27,000 
Ditto Fom Company F 10,000 shoi 
Goodwill acquired from ap 
Company E . 83,000 `. 4 
Goodwill acquired from aoo ET 
Compeny F , 
ves 133,000 
z £285,000 


Let it be assumed that the balance sheets of two companies—J and 
K—-which are contemplating a merger, are as folows— 








COMPANY J. 
Share Capttal, Reserves, and Liabilities. Assets. 
Share Capital in shares £ Land, Buildings, Plant, etc. 
of £1 each— Goodwill ; 
5% ce Share Stock, Book Debts, and Cash 
Capital authorised £300,000 
Ordinary Share Capi- fa His lies ea y 
tal authormsed . 400,000 are sufficient to ea 
dividend to be on the 
700,000 Ordinary Share Capital at the 
et rate of 11%, and a reason- 
Preference Capital Issued . . 200,000 able sum placed to General 
Ordinary Capital Issued 250,000 Reserve. 
: 50,000 (6) The Land, Buildings, Plant, 
Free Reserves 10,000 etc., stand in the Balance 
Sheet at a figure which is 
slightly lees than their true 
worth. 
£510,000 
COMPANY K, 


Share Capital, Reserves, and Liabilities. 
5% ee Capr (in shares £ 
of fae each) thorised and siti 


(in shares of £1 
oni Ea f and Issued ied 30,000 
. 10,000 


4% Debenture Stock . 
Creditors ww 10,000 
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Assets. 
Land, Buildings, Plant, otc. 
Stock, Book Ders, Cash, otc. 


(ahaa ee sarin casa 
are sufficient to enable 


(0) The Land, Buildings, Plant, 
etc., stand in the Balance 
Sheet at a figure which is 
somewhat less than their 
true valuo. © 


. sso 


110,000 





£510,000 
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-On reviewing the above two balance sheets, the points which are at 
once noticeable are, firstly, that each company has a considerable amount 
of capital ranking in front of its ordinary share capital and to which 
rates of interest or dividend are attached which would, at the present 
time, be considered to be very low; secondly, that Company J is very 
much larger than Company K ; and, thirdly, that on the basis of earning 
capacity the £1 ordinary shares of Company J would not be worth very 
much in excess of par, whereas the ordinary shares of Company K would 
certainly be worth a substantial premium. 

In view of the above circumstances, it is apparent that a Holding 
Company Scheme (whereunder the prior issues having low fixed rates 
of interest and dividend would be undisturbed) would be much more 
economical than a scheme.of complete Amalgamation. The question which 
then remains to be considered is whether a new company should be formed 
to acquire the ordinary shares of both companies, or whether one of the 
existing companies should acquire the ordinary share capital of the other. 


Example of a Holding Company Scheme whereunder 
One Existing Company acquires the Ordinary Share 


Capital of another Company 

In view of the fact that Company J has a considerable amount of 
authorised ordinary share capital still unissued, and also of the fact that 
its issued ordinary capital is not worth a very high premium, the obvious 
course seems to be for Company J to make an offer to the ordinary 
shareholders of Company K to acquire their shares, giving, as consideration 
therefor, additional ordinary shares to be issued by it. 

The process by which the ordinary shares of each company would be 
valued for the purpose of this exchange has already been discussed in. 
connection with Example No. 2, and need not be described again here. 
It is obvious that there is a valuable goodwill in the business of Company 
K which does not appear on its balance sheet, and this goodwill must be 
taken into account in valuing the shares of Company K. 

On the other hand, the fact that the net earnings of Company K are 
high in ratio to the capital employed induces the view that, theoretically 
at all events, there is not such good security for their maintenance as 
would be the case with those of Company J. Furthermore, Company K 
has a debenture debt as well as preference share capital ranking in front 
of the ordmary share capital, whereas Company J, though having a 
preference share issue, has no debentures. 

Having regard to all these considerations and also to the fact that the 
larger company may very likely think it policy to make a liberal offer 
to the smaller company, it is suggested that a fair basis of exchange 
would be two ordinary shares in Company J for one ordinary share in 
Company K. 
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being in the personnel of its shareholders. 
The balance sheet of Company J would appear as follows— * 














Share Capital, Reserves, and Liabilities. , Assets. 
e £ 
Preference Share Capital Issued ong o00 Land, Buildings, Plant, etc. . 850,000 
Ordinary Share Capstal Issued— Goodwill x 3 f . 50,000 
As before , Cost of 30,000 
To Sharo- of {1 each in Company K 60,000 
holders Com- Stock, k Debts, Cash, etc, 110,000 
pay K in exchange 
their shares . 60,000 
310,000 
Creditors ; à k . 50,000 
Reserves ‘ w 10,000 
£570,000 £570,000 


FOURTH EXAMPLE. 


The fourth and last example is that of a merger of the interests of 
two companies, P and Q, the abbreviated balance sheets of which are 
set out below— 


COMPANY P. ; 
Share Capitan, Reserves, and Liabihhss. : Assets. sod 
Authorised Ca: in £ Land, B t ş 000 
shares of {1 each——- Stock, Book Cash, etc. . 150,000 
5% Pref'ce Capital £250,000 Nores. 
Ordinary Capital . 250,000 (a) The Net Profits of the Com- 
—— pany are sufficient to pay a 
600,000 vidend on the 
semen Share Capital at the rate of 
Issued Capital— 30%. 

200,000 Preference Shares . 200,000 (6) The Land, Buildings, Plant, 

200,000 Ordmary Shares - 200,000 otc., are worth, on a conser- 
Creditors x x 5 . 30,000 -~ vative e vation, at least 
Reserves . 20,000 £400,000. 

£450,000 £450,000 
COMPANY Q. 
Share Capital, Reserves, and Liabilities. Assets, zé 
Authorised Capital, in £ Land, Buildings, Plant, etc. . , 000 
shares of {1 each—. Stock, Book Peres and Cash . 178,000 
5% Pref'ca tal £250,000 Goodwill . . 100,000 
Ordinary Capital . 250,000 
eee (a) The net Bere of the Com- 
600,000 y are sufficient to enable 
encennccmn, vidends to be paid at the 
5% Preference ital Issued . 200,000 rate of 25% on the Ordinary 
Capttal od . . 200,000 Capital 
4%, Debentures ‘ . 100,000 (6) The Land, Buildings, and 
Creditors ; ‘ x . 25,000 Plant stand in the books at 
a figure ting a con- 
servative estimate of their 
£525,000 £525,000 
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It is to be observed here that, as in the case of Example 3, each 
company has considerable capital ranking in front of the ordmary share 
capital and carrying low rates of interest and dividend. Prima facte, 
therefore, a Holding Company Scheme is to be preferred. The question 
which then arises is whether one of the companies shall make an offer 
to the ordinary shareholders of the ¢ther to acquire their shares in 
exchange for additional shares which it will issue, or whether a new 
company should be formed to acquire the ordinary shares of each existing 
company. 

In this connection it is to be noted, firstly, that neither company has 
sufficient authorised capital still unissued to enable it to make an issue 
as consideration for the ordinary capital of the other company; and, 
secondly, that the ordinary share capital of each company must be worth 
a very substantial premium in view of the fact that one company is in 
a position to pay dividends at the rate of 30 per cent. per annum, and the 
other company at the rate of 25 per cent. per annum. Even if, therefore, 
one of the companies took the necessary legal steps to increase its author- 
ised capital, and, having done so, acquired the ordinary share capital of 
the other company, its balance sheet would contain very considerable 
undisclosed reserves, with the result that its shares would command 
a high premium in the market and be correspondingly unwieldy to deal 
in, while the rate of dividend on the ordinary share capital would 
continue to be very high, which, as already explained, would, or might, 
be open to objection. 

It is therefore suggested that, in the above circumstances, the case 
would best be met by a new company being formed to acquire the whole 
of the ordinary share capitals of Company P and Company Q, issuing in 
exchange its own ordinary shares. 


Example of a Holding Company Scheme whereunder 
a New Company is formed to'acquire the Ordinary 
Shure Capitals of Existing Companies 
In this event the ‘‘ tangible ” assets and the goodwill of each company 

would be valued, and, by making deductions from the gross total of the 

assets in respect of the liabilities and the prior capital issues, the value 
of the ordinary capital of each company would be arrived at and this 
value would be taken, in each case, as the purchase price to be paid by the 
holding company in the form of its own ordinary shares. As a result, 
the ordinary share capital of the holding company would probably 
command a better value on the market than was the case as regards the 
ordinary share capitals of the operating companies ; and the shares would 
stand at, or slightly in excess of, par, and would be convenient to deal in. 

The balance sheets of Companies P and Q would, of course, remain 
exactly as before—merely the personnel of their ordinary shareholders 
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would be changed in that the previous ordinary shareholders would have 
transferred their shares to a single shareholder, namely the holding 
company. 

Assuming, for the sake of example, that the value attributed to the 
£200,000 ordinary capital of Company P is £2 10s. per £1 share, or 
£500,000, and to the £200,000 érdinary capital of Company Q {1 15s.a 
share, or £350,000, the balance sheet of the holding company would appear 
as follows— 


BALANCE SHEET OF THE HOLDING COMPANY 
Shars Ca , Reseross and Assets, 


Lsabitihan, £ 
Sharo Ca asé Coet of 200,000 Shares 
850,000 hares aai : ,000 of £1 each in Company P . 500,000 
Cost As 200,000. 


On the assumption that Company P paid a dividend of 30 per cent., 
the holding company would receive in respect thereof— £80,000 


and assuming that Company Q paid a dividend on its Ordinary 
Capital at the rate of , the Holding Company would 
receive in reepect thereof the sum of . i d . 50,000 





The Total Revenue of the Holding Company would therefore be 110,000 





Its expenses would be trifling, so that it would be in a position to pay 
on its issued share capital of £850,000 a dividend at the rate of 12 per 





cent, absorbing— £102,000 
and to carry’to Reserve a sum not far short of . - g 8,000 
110,000 

Conclusion 


This article has considerably exceeded, as regards its length, the 
anticipations of the writer—and also, it is to be feared, those of the 
Editor of this Magazine. The subject is, however, one which does not 
lend itself to compression beyond a certain point ; and although it is 
obvious that many combinations of circumstances may be found in 
connection with Company Amalgamations which have not been referred 
to here, and which call for special accounting treatment, it is hoped 
that sufficient has been said to indicate the nature of the main 
considerations which arise in relation to accounting, and the lines on 
which they may be dealt with. 
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What is Group Insurance ? 


_A Real Industrial Reform 


T% Departmental Committee on Îndustrial Assurance has set out 
the facts connected with the Life Assurance of the working classes 
so plainly that the best minds amongst the employers of labour are 
already considering whether, by the use of any of their existing 
organisations in their factories or works, it may be possible to relieve 
the operatives of the monstrous cost which their small life assurances 
entail. 

The Committee reports that out of every shilling spent by a man 
or his wife on Industrial Assurance, 54d. goes to defray the expenses 
and dividends of the companies carrying on the business. Worse still, 
it reports that the bulk of such assurances as the working class family 
pays for are not on the life of the breadwinner, so that if he dies and 
the funds to meet the weekly premium are no longer forthcoming, the 
money which has been spent by the wife or mother is lost through her 
inability to continue payments out of her reduced income. 


Half the Cost of Industrial Assurance 


The question therefore arises whether it would not be possible to 
secure bulk or group assurances on the lives of all the workpeople 
engaged in any factory or mine or workshop at a cost of not much more 
than half of what they pay now, insuring each one on his own account. 
It has been said for a long time past that the machinery of the National 
Sickness Assurance card could be applied to this purpose. It costs an 
average of 6d. a week to provide for people between 18 and 50 a sum 
of £100 in the event of their death during any particular assurance year, 
terminating with the expiry of the year. Would it not then be possible 
to arrange that each man should agree to allow an assurance card to be 
stamped on his behalf each week, and half, or even the whole amount, 
ei “charged against his wages? Such stamps could be issued by an assur- 
ance company in relation with the employers or in other ways. There 
is no doubt that such a plan would be feasible, but unless the same card 
could be used as the card for the Sickness Assurance, which at present 
is impossible, it would mean a great deal of additional expense and 
trouble for the employer and in practice it might be found more difficult 
than it sounds in theory. Indeed, investigations into the possibility of 
a transaction of this kind inevitably lead to the conclusion that the 
better and cheaper way of extricating the working classes from the 
slough of Industrial Assurance is for an employer to insure his work- 
people en masse, paying the premiums in one lump and allowing the 
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fund to be managed by the Works Committee where there is one. The 
‘underlying idea would, of course, be to discourage the turnover of labour, 
for it has been recognised in the United States, where the practice of 
Group Insurance is spreading like a prairie fire, that the existence of such 
assurance on his life is one of the best inducements to keep the man 
steady in his job. - 


What the Wife Thinks About It 


The reason of course is that ifa man’s wife knows that upon his death 
a reasonable assurance will mature, the cost of which has been provided 
by the employer, she will use her utmost influence to keep him steady 
in hisemployment. The influence of the home on the life and character 
of the workman is not very fully understood by all employers. There 
is an early Victorian feeling amongst people: who do not trouble to 
look mto the matter that the working man is lord and master in his 
home and that such instances as there may be of the grey-mare being 
the better horse are largely confined to the upper and middle classes. 
Nothing, of course, could be further from the truth. The workman of 
good character, and the men whom employers wish to retain, are very 
largely dependent on the advice and opinior of their wives and in most 
cases consult her and act on her advice about questions of employment. 
Is it to be imagined that when there is a nice-framed certificate above 
the parlour mantelpiece setting forth the promise that in the event of 
the death of John Smith whilst in the employ of Thomas Brown & Co., 
the Perfect Safety Assurance Company will pay his heirs a sum equal 
to one year’s wages she is going to let him leave Thomas Brown & Co.’s 
service merely out of a wish to change ? Such a certificate would enable 
the good lady to brush the industrial canvasser off the doorstep and to 
attend undisturbed to her Monday washing, and creates in her mind a 
feeling of relative comfort, for one of the greatest terrors which besets 
the family of the working man and the working man himself is that his 
early death should leave them in misery. 

‘It would not be difficult to set out all the reasons which act upon the 
minds of American employers in pressing on the extension of Group 
Assurance. They will be familiar to most of the great firms in the 
country and certainly familiar to all welfare workers, nor indeed is there 
space to examine them all. Let us consider rather what Group Assur- 
ance is, and how it can be brought into being in the case of any large 
employer who sees how the idea can be made efficacious in his particular 
business. 


Working Details of the Scheme 
The system begins with a card on which is inscribed the name of 
the worker concerned, his address and date of birth, and the arranging 
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of these cards enables the insurance company afterwards to segregate 
them into age blocks, thereby finding out at once how many men are 
entitled to the rate payable at each age, because of course the rate goes 
a little bit higher with each year of age after about age 35. A compre- 
hensive policy is then made out with a schedule attached showing the 
names and ages of all the men entitled to benefit. As any one retires 
from the service his card is taken out and the card of his successor sub- 
stituted. Provision may be made for a permanent amount of assurance 
irrespective of age or it may be made so that with each extra year of 
service the sum to be paid out in the event of death shall be increased 
by a fixed proportion. For instance, after forty years’ service it may 
well be that the employee who began at age 20 with an assurance of £100, 
increasing £10 each year, would leave at his death, say at age 60, the 
original sum of £100, plus forty annual increments of £10 each, or say 
£500 in all. Such an annual increment would be a great inducement 
to steadiness. 

It frequently happens that when a man at work is taken seriously 
ill he may linger on two or three years, although quite unable to serve 
his company. This is particularly the case where consumption has set 
in, and it is met by a provision that if the illness causes his retirement 
from the service of the company, then the policy will be maintained in 
force for two or three years up to a maximum of five years, so that 
merely leaving the service for such reasons as that would not deprive 
the employee’s relatives of the benefit. 

It is usual in these policies to undertake to carry the risk for five 
years, and to revise the rates after three years in light of the experience 
gained, and this is done by taking from the employer as premium in each 
year the rate appropriate for the age which had then been attained. 
Medical examination is usually dispensed with—always in the case of 
very large works where there are enough persons engaged to make an 
average, for average is the basis of all insurance, and every effort is made 
to make the transaction as simple as possible. 


A Boon to the Workman 


Many other provisions may be arranged to fit the case of any indi- 
vidual employer, for it seldom happens that any two cases are alike. 
But the fundamental point is, that Group Insurance is a boon to the 
workman even if he refunds the whole cost. It only means half what 
he has to pay in effecting individual insurance on his life. It is a boon 
to the employer for it attracts the man to remain in his service, and it 
helps to strengthen the ties which we all recognise should exist between 
employer and employed. 
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rebates legitimately due to them. Mr. Idssenden shows them how to do U. 





Current Transportation Problems 


By Gno. B. Laseunpun, Author of “Industrial Trafic Management,” oto., elo. 
10. Railway Rebate Allowances 


| esas experienced railway man knows that there are thousands 
of traders who never claim those rebates which are legitimately 
due to them, and this omission on the part of the railway traders is 
undoubtedly due to the fact that they do not know of their rights in this 
respect. It is inconceivable that any railway consignor or consignee 
would—in these days of high carriage charges—knowingly allow any 
railway company to retain monies to which they were not entitled. 
What follows is designed to make the position quite clear to all those 
who forward or receive goods by railway. 


What a Railway Tonnage Rate Includes 
For the benefit of the entirely uninstructed it must be explained at 
this point that a railway tonnage rate includes a charge for the per- 
formance by the railway carriers of a number of different services, 4.6., the 
` provision of station accommodation at the starting point, the supply of 
the necessary railway vehicles, the loading and sheeting of the traffic, 
haulage along the line, or “‘ conveyance,” as it is familiarly called; the 
provision of similar station accommodation at the end of the journey, 
unsheeting and unloading the traffic there, and—in a very large number 
of cases—both the collection of the goods from the consignor and the 
delivery of them to the consignee by the railway company’s own delivery 
vans. The charges which a railway company may make for these various 
services—with the exception, that is to say, of the charge for cartage service 
—are set out in the Railway Rates and Charges Order Confirmation Acts, 
1891-2, but they are, in the main identical and it will be sufficient for the 
present purpose to set out hereunder the Great Western Company’s scales— 























eaoh end 
Per ton. Per ton. T 
s. d. s. d. d, d 
A. 3 — — — 
B. 8 — — — 
C. 1 -= 3 1 1 
1. 1 8 5 1:50 1:50 
2. 1 6 8 2 2 
3. 1 6 1 -= 2 2 
4. 1 6 1 4 3 3 
6. 1 6 18 4 4 
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Rebate Claimable—For the Non-Provision of Station 


Accommodation 

Now section 4 of the Railway Rates and Charges Order Confirmation 
Acts, 1891-2, provides that— 

Where merchandise conveyed in a separate truck is loaded or unloaded elsewhere 
than in a shed or building of the company, the company may not charge to a trader 
any service terminal for the performance by the company of any of the said services 
if the trader has requested the company to allow him to perform the service for 
himself and the company have unreasonably refused to allow him to do so. Any. 
dispute between a trader and the company in reference to any service terminal 
charged to a trader who is not allowed by the company to perform for himself the 
service shall be determined by the Board of Trade. 

And section 4 of the Railway and Canal Traffic Act, 1894, provides 
that— ; 

Whenever merchandise is received or delivered by a railway company at any 
siding or branch railway not belonging to the company, and a dispute arise between 
the railway company and the consignor or consignee of such merchandise a3 to any 
allowance or rebate to be made from the rates charged to such consignor or consignes 
in respect that the railway company does not provide station accommodation or 
perform terminal services, the Railway and Traffic Commissioners shall 
have jurisdiction to hear and determine such dispute, and determine what, if any, 
is a reasonable and just allowance or rebate. 

In Manchester, Sheffield, and Lincolnshire Ratlway Company v. Pidcock 
& Company, it was held that the railway company being relieved, by the 
provision by the applicants of their own siding, from the expense of 
finding standing room for trucks and space for loading and unloading, 
three-fourths of the sum which it charged as a station terminal at its 

‘Retford station, in respect of merchandise similar to the respondents’ 
and liable to such terminal charge, was a reasonable sum to be charged to 
the respondents for services rendered by the railway company at or in 
connection with the respondents’ siding at Retford. 


For the Provision of Trucks 


Clause (b) of Section 2 of the Railway Rates and Charges Acts, 1891 
and 1892, provides that : 
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Where, for the conveyance of merchandise other than merchandise specified 
. in Class A of the classification, the company do not provide trucks, the rate author- 

isod for conveyance shall be reduced by a sum which for distances not exceeding 

50 miles shall, in the case of difference between the company and the persan liable 
to pay the charge, be determined by an arbitrator to be appointed by the Board 
of Trade, and for distances exceeding 50 mules shall be the charge authorised to be 
made by the company for the provision ef trucks when not included in the maximum 
rate for conveyance. 


The “ charge authorised to be made by the company for the provision 
of trucks,” is as follows— 
d. 
For distances not exceeding 20 $ 44 per ton 
Tor cites occ i i we ot eins les Bay. ss 
For distances exceeding 50 miles, but not exceeding 75 miles 9 
For distances exceeding 75 miles, but EO Seon ren ees i, ES 
For distances exceeding 150 miles . . 1 3 
The “rate authorised for conveyance,’ > from which the allowance is 
to be made under this section, is the rate actualy charged and published 
in the rate book at the time when the particular traffic is carried, and 
not the maximum rate chargeable. This was decided in SpsHers & Baker 
<v. Great Western Railway. 


And for the Non-Performance of the TER 


Section 5 of the aforementioned Acts provides that a railway company 
may charge a “ reasonable sum,” by way of addition to the tonnage rate, 
for “collection or delivery of merchandise outside the terminal station 

. . provided that where, before any service is rendered to a trader, 
he has given notice in writing to the company that he does not require it, 
the service shall not be deemed to have been rendered at the trader’s 
request-or for his convenience.” 

There is no fixed scale for the performance of cartage service at any 
and every railway station and when a railway rate is built up regard 1s 
had to the circumstances prevailing at the particular stations from and 
to which the traffic is to be conveyed ; but it is very clearly established 
that if a railway company does not perform a certain service for which 
it makes a specific charge in the gross tonnage rate the company is bound 
to make an allowance to the trader concerned in respect thereof. 

The first important rebate case was that of Mensies v. The Caledonian 
Railway Co., the facts of which are these. 

A railway company carried traffic from A station at collection and 
delivery rates, and appointed an agent to perform the service of carting 
to the station for them. The applicant, a carrier, also carted to the 
A station goods for which the railway company charged collection and 
delivery rates. The company refused to pay applicants anything at all 

- in respect of such cartage. f 

The Commissioners held that ifthe railway company chose to protect 

itself by charging only the rate, less the fair allowance for collection, it 
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could do so; but if the goods were carried and charged for at a collection 
and delivery rate it was bound to pay a reasonable sum to the person who 
had performed the collecting service. 

The Commissioners ordered the railway company to pay to the appli- 
cant the sum of 10d. per ton in respect of the service so performed, this 
being the amount which it paid to its‘own agent for the service of actual 
cartage. In delivering judgment, Mr. Commissioner Miller said: 

If they (the railway company) are conducting a service, which as a railway 
company they are not called upon to do, namely, that of carriers by road, they are 
not entitled ao to mix up their charge for that service with therr charge as carriers 
by rail that other persons who chooge to do the road service for themselves are 
subjected to any disadvantage. Therefore, rf instead of making (as, in my opinion, 
it would be a reasonable and prudent thing for every railway company to make) 
a set of station-to-station rates, with specific additions for collection and delivery 

y, and charging accordingly, they choose to make one general rate which 
includes collection and delivery, they must, in case they do not collect, or in case 
they do not deliver, make a proper and reasonable abatement 


Generally speaking, the amount claimable as rebate in respect of goods 
charged at full class rates is the amount charged by the railway company 
for either collection or delivery of that particular class of ordinary “C 
and D ” traffic at that particular station ; but the revised scale of rates 
allowable in connection with the increased railway rates will be given 
a little later.on. 

Meantime, it must be noted that when goods are carried at special or 
“exceptional” rates other considerations arise. Thus, in Pickfords, Lid., 
v. London and North Western Ratlway Co., the applicants—who were 
carriers in London and other towns, collected goods intended for convey- 
ance on the defendants’ railway and delivered the same, thereby competing 
with the defendants, who also carted goods to and from their stations in 
London and in such other towns. The rates charged by the railway 
company in some cases were the statutory class rates, and in other cases 
“special” rates, or less than the statutory maximum, and in many 
instances included charges for collection and delivery. Where collected 
and delivered rates were charged, and the collection and delivery or 
either were in fact performed by the applicants, they became entitled to 
rebates in respect of such services performed by them. The applicants 
complained that these rebates, especially in the cases of goods carried at 
“ special ” rates, were insufficient and unduly low, and that the railway 
company thereby unduly preferred themselves. But the Court held that 
the rebate off a collected and delivered rate, more especially off a “special” 
collected and delivered rate, was not necessarily equivalent to the sum 
charged by the railway company in addition to the station or station rate 
where collection and delivery were performed by the railway company. 

In delivering judgment Mr. Justice Bigham said— 

stands on a different footing from conveyance on the railway. It is 
a service which the company may perform or not, as they please; it is a service 
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Ge he sade ane he elie are net ee. as he pleases ; and 
it is a service for which no statutory lmit of charge is fixed ; it must be reasonable, 
that is all. 


repeated, that the Se eis aoc oe a 
made in the exclusive rate for cartage. But, cata pobre I think this state- 


The teisa of tebal ie probchiy the bare east eave 


The Revised Rebate Allowances 


As a result of the increased railway rates brought into operation in 
January last the railway companies have revised their rates of rebates, 
and the following rules have now been adopted— 


The rebates allowable on 14th January, 1920, when the service of cartage or lighterage 
E Ge lites tae are to be increased by the additional charge of Is. 6d. for 
or lightarage where this has been added to the rates, and also by the percentage 
E Ws the wets cared. Ga 
s. d. 


Rebate on Class 1 traffic, 14th January, 1 $ 3 . 1 6 
Plua percentage far Clas 1 (80 par cma) 10'800. $ < ; 11 
Pras extra charge of Is 6d. for cartage , s . 1 6 

Total . è . $l 


Where there is a fraction of a penny in the increased rebate, the fraction, if less than 
one halfpenny, is to be dropped, and if one halfpenny or more, is to be treated as ane penny. 


RETURNED EMPTIES. 


In the case of returned empties, at50 per cent. or 100 cent. above the 
scale in operation on 14th January, 1920, ute isto be increased by the exes percentage 
and when charged at the same tonnage rate as when received fall the rebate is to be 
same as on the full goods. 


“ Swarts,” 


The cartage rebate allowable on “ smalla” is to be calculated on the weight charged 
for at tho rate per ton applicable to tho traffic if sent in larger consignments » Minimum 


allowance, Id. consignment. 
At places the undermentioned scale of cartage rebates was in operation— 


Off C. & D. rates not exceeding Ss. 4d. per ton 
ib i above Bs. 4d. par ton, but not exceeding 12a Gd. 


E " aia 10s 4 Sa N fo san. Se oat 
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` will be the amended scale of rebates allowable ofi rates for traffic in 
PENA PESE DEP AE E EE A vir.— 


Allowance 

pir ton, 

s Rares Norep as CARTED at Ons END, s. d. 

Off C, or D. rates not 15s 10d. per ton . a 
i Yi above 16s. 1 but not aa eae 6d. per ton 3 

is si exceeding 22s. 6d. pe? ton . ‘i 3 1 


EAA RSE R pC lina i aa 
Off C. & D. rates not exceeding 173. 4d. per ton . 210 
n „ above ee! Pont act cee tlie asl Son . 3 i 


exceeding 248. per ton 31 
"iio easel ibaa Maeda ot a ed A oe oe WARE lee be cdg eS 
per cent. the amended scale will be as follows— 


Allowance 
RATES NOTED as CARTED aT ONE END. per ion. 


re laa lld per tan 2 7 
ia y above 12s. 11d. but not t exceeding 18a 2d per ton 2 9 
v » exceeding 18s. 2d, 3 6 


Rares NOTED as COLLECTED AND DELIVERED. 


of C.& D Teton nor o2 14s. 5d per ton ~ 2 7 
bs n 14s. but not exceeding 19s. 8d. |. por ton . 29 
i yi exooeding 198, 84. per ton . è 3 6 


Incidentally it must be pointed out that no rebate is claimable on 
non-carted passenger train traffic. This was definitely decided in Stone 
v. Midland Railway Company, the facts of which, put briefly, are these : 
A firm of carriers delivered to the company at one of their stations certain 
non-perishable goods for conveyance by passenger train, and the company 
duly forwarded them, charging a rate including collection, the company 
making no rates for such goods by passenger train which did not include 
collection. In an action by the carriers to recover that portion of the 
rate which represented the cost of collection, it was held that as the 
railway company were under no statutory obligation to carry the non- 
perishable goods by passenger train, and no rate was imposed by statute 
in respect of such carriage, the company (who at the same time were not 
debarred from so carrying the goods, and had the right so to carry them) 
did not fall with respect to the carriage of the goods within the ‘‘ equality ” 
proviso of Section 90 of the Railway Clauses Act, 1845, and were entitled 
to demand from persons who wished to send such goods by passenger 
train a special rate including collection, carriage and delivery, although 
the collection had been in fact made by the sender himself. 


Who Should Claim the Rebate : 


A most important ruling was given in the case of Menzies v. The 
Caledonian Railway Company by Sir Frederick Peel, who said— 

The railway company charge and are paid a rate which includes the price of 
carting They do not cart themselses, and they refuse to pay the person who does 
the service, and they say that they will deal only with the sender af the traffic. 
Now it does not seem to me that the sender of the traffic is the proper person for 
the com: to deal with, at least, not in erence to the actual carrier of the 
goods. It might be so if the applicant is to be regarded as the mere servant of the 
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sender, but it does not appear to me that that is the relation in which he stands to 
the sender. He is a man who is wiling to carry to the station the goods of any 
person who employs him for that purpoge. I do not see that he is more the servant 
of the sender who employs him to take goods to the station than a railway cgmpany 
would be the servant of the sender who employed the company to take his goods 
to the end of ther journey or to their destination. The railway company accept 
the goods from this man, and they havg no objection to pay him what he charges 
where they receive what they paid him as a paid on, but they refuse to pay him 
anything where they receive the price of the cartage as part of their railway rate. 
I see no sufficient reason for making that distinction, and therefore I think that in 
maling that distinction they subject him to an undue disadvantage. 

Another important decision was given in Croig v. Caledonian and 
North British Ralway Company, in which the plaintiff, a waste merchant 
of Arbroath, took action against the Caledonian and North British 
Railway Companies as joint owners of the Dundee and Arbroath Joint 
Railway, for payment of £26 16s. 1d., paid by him to a carting contractor 
in Arbroath for the carriage of goods from his warehouse to Arbroath 
goods station. ` 

The defence was that the carriage of the goods from Arbroath to 
Dundee was not paid by Creig but by the consignees in Dundee, and that 
Creig had no claim on defendants ; that the companies were entitled to 
charge a rate which included cartage, and had power to exact this rate 
whether the cartages were performed or not, until a trader intimated to 
them that he was to do his own cartage, and that by statute the matter 
in dispute fell to be referred to an arbitrator to be appointed by the 
Board of Trade. Plaintiff admitted on record that the carriage had been 
paid by the consignees, and that he had given notice to the companies 
that he was to do his own cartages, averring that this was not necessary 
under the circumstances. 

The Court Held that Creig, as the consignor, was, under the contract, 
liable to the companies for the carriage if they failed to get payment from 
the consignees, and that the latter were, therefore, his agents in a question 
as between him and the defendants. It was held, further, that the defend- 
ants, having got payment from the consignors of through rates, which 
included, a charge for cartages performed by the plaintiff, the latter was 
entitled to repayment from the companies. It was also found that, under 
their statute, the defendants were not entitled to exact cartage rates 
unless they actually did the cartage themselves. 

In conclusion, there is no set form in which a rebate claim must be 
submitted to a railway company. All that is necessary is to specify in 
the rebate claim the date on which the goods were forwarded or delivered, 
as the case may be, the name of the sender or consignee, the station from 
which the goods were conveyed, and the weight of each consignment. 
Of course, the claimant should see to it that he is allowed the full and 
proper rebate allowance, but as will be gathered from what has been said, 
this is a matter for individual investigations and decision. . 
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Tn this interesting contribution Mr. Cross effectively demonstrates how important a 
part the foreign exchanges play in the daily life of the nation. 





Foreign Exchange—Its Meaning, 
Importance, and Significance 


By L. W. Oross 


(3) Significance 


T outlining in tbe previous article the importance of the foreign 
exchanges, it was of course assumed that we were dealing with the 
normal operations that would obtain before the war—it is only possible 
to describe in so short a space a complicated question like the foreign 
exchange by assuming pre-war conditions. 

The significance of the present position, however, lies in the fact that, 
owing to the war, the enormous devastation that has arisen from it, and 
the great loss of man power that has taken place, we are faced with a 
situation that is abnormal in every way. The mint par of exchange is 
now practically inoperative, and the exchanges may fall or rise almost 
to any point without the natural movement of specie to correct them, 
which would be inevitable if conditions were normal. It is this want of 
an automatic corrective that gives to the present position of the foreign 
exchanges its grave character. They move downwards or upwards, 
according to which view we care to take, till the currency of a country 
becomes valueless for international trade, and linked with this as a con- 
sequence is economic servitude. The indebtedness of the belligerent 
countries to the principal neutral countries has grown tremendously, 
and, in addition, the defeated Central Powers are practically in a pauper- 
“ised condition. They have an almost insupportable public debt, and 
upon this is superimposed the indemnities of the Peace Treaty. With 
such conditions, the exchanges must go hopelessly against Europe. In 
addition to the financial side of the question, the European countries 
have practically run dry of all the raw materials necessary for their trade, 
and they have had to buy from the American Continent and the Far East 
at scarcity price all the raw materials they ‘require for the sustenance of 
life and health, with the additional cost of their depreciated exchanges. 

The exchange position has been made much worse than it perhaps 
might have been, owing to the U.S.A. being unable to provide the large 
additional credits upon which continental Europe had calculated. It 
was perhaps not quite reasonable to expect the U.S.A. merely to bolster 
the economic position of Europe, but the fact is that that country, so 
far as international finance is concerned, has gone within its shell and has 
decided for the present that its own domestic trade is its first concern. 
The withholding of the expectant large dollar credits by the U.S.A. has 
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delayed, at any rate for the present, the stabilising of the European 
exchanges. 
The Open Sore in International Finance , 

Another crippling effect upon foreign trade and the exchanges is that 
the cables were until quite recently Working so badly that the information 
and data necessary for efficient operations have been coming along so 
slowly that recovery in the international financial situation has been 
retarded. An improvement in the cable service, particularly with the 
East, has taken place recently, but the cost is very high, and these “rush” 
services can only be taken advantage of as an emergency. Superimposed 
upon all this we have Europe with a colossal amount of what is nothing 
more or less than inconvertible paper currencies. The significance of 
such a position as this is really a most serious one to commerce—the 
prospects are apparently bright at present, trade is good, but the under- 
tone, that the foreign exchanges reveal is such that wise men ought not 
to, and cannot, ignore. 

The continental countries of Europe, excluding Scandinavia, are just 
now the open sore in international finance, and if it were possible to 
eliminate them and their difficulties, it would not be long before the 
foreign exchanges were working normally ; but this cannot be, and the 
business community must face the fact, and so far as it is within its 
power, find a remedy. 


“ Favourable ” Exchange Difficulties 


` When the quotation of an exchange rises above par it is called “ favour- 
able,” but when we get exchanges rising to such a “ favourable ” extent 
as, for instance, the present Italian, French and Belgian exchanges, we 
get a position, the very “‘ favourableness ” of which makes it difficult to 
trade. These exchanges are moving to such a point that their quotation 
may soon be meaningless, for they will make dealings impossible. The 
exchanges of some of the continental countries are getting into such a 
position that the situation may be summarised somewhat as follows : 
The exchange cannot improve until the country is able to export goods, 
but it is unable to export goods until it obtains the raw materials with 
which to manufacture, and the raw materials for their manufacture can- 
not be obtained until the exchange improves. So we have, unless external 
help is forthcoming, an impossible position with no apparent remedy, 
‘which may lead to national bankruptcy. The only alternative is to go 
back to barter. There are actual cases of people buying a ship, filling 
it with English goods, sending it out to, say, one of the Balkan States, 
bartering there the various articles of domestic use for timber, shipping 
the timber to another country, and from there bringing back iron ore to 
England. As an isolated case this may be profitable, but the interesting 
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part of these schemes of barter is that they are often partly financed 
by a mechanism—the foreign exchanges—-which they are designed to 
supplant. 


Barter Operations 

The significance of a change of operations from one based on a system 
of foreign exchanges to one based on barter pure and simple can be 
realised if, for instance, we consider our marmalade manufacturer in 
Dundee, referred to in the first article of this series. The major part of 
his output is based on materials from abroad—the oranges come from 
Spain, his sugar comes from Cuba, the glass jars in which the finished 
product is sold comes from, say, Belgium, the paper for making the jars 
air-tight comes from Sweden, and so on. If we stop at this point and 
consider how the manufacturer is to arrange for an exchange of goods 
equivalent in value to enable him to induce a producer in one or other 
of these four countries to provide him with his raw material, we realise, 
even with the problem only half faced, how practically impossible it 
would be to carry on trade in any way without a system of foreign 
exchanges. What would he be able to offer to the Spanish grower in 
exchange for a cargo of oranges? Endless negotiations would be 
started and probably no satisfactory exchange could be arranged which 
would give confidence to either party in any future transaction. We 
can follow this argument through all the various other directions to 
which he would have to look for his raw material Such a system of 
negotiation would lead to endless friction. It would be a root cause 
of war and strife, and would inevitably put back the progress of civil- 
isation for generations. Impossible as it may seem, this is the posi- 
tion in which Austria finds herself to-day, and unless wisdom is superior 
to greed, that is the direction in which the major part of Europe is 
tending. The foreign exchange tells us so. 

We may approach the problem of the foreign exchanges in another 
way-—we may regard them as a looking-glass. They can only reflect 
the financial and economic conditions with which they have to deal. 
They reflect not only the position of the finances of an individual country, 
but, if rightly understood, the reflex action that that country’s position 
may have on that of another country closely associated with it, ¢g., 
the present French and Belgian rates. 


Seriousness of the Present Position 
The factors that go to build up a sound foreign exchange position 
may be divided under four nee 
(1) Economic ; 
(2) Finance—currency, etc. ; 
(3) Trade ; 
(4) Credit. 
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When we view the foreign exchanges from this angle we see how 
serious the present situation is for the future of sound trade. Improve- 
ment could take place if it were possible to infuse new life into either 
one or other of these departments of national life, when new vigour 
would be imparted to the whole. The difficulty is, that action cannot be 
taken from within in regard to any one of these departments of national 
life without so loosening the fabric of the whole that there might be a 
danger of a complete collapse. The applicatign of this principle can per- 
haps be illustrated best by considering the position that would be created 
’ by the possibility of using the gold reserves of a country for supporting 
the exchanges. The exchange position of some of the countries is getting 
so difficult that it is preventing the supplies of raw materials reaching 
them to enable the manufacturing districts to start again, and the ex- 
porting merchants of other countries are refusing to supply these 
materials, as they have no guarantee for the due payment of their ship- 
ments owing to the uncertainty of the exchanges and the consequent 
financial instability. The alternative to this would be to export gold 
as a basis of foreign credit, but it is impossible to export gold without 

ing the already precarious gold basis of the paper currency. 
Only deflation of paper currency would make it possible to free gold, 
but owing to the economic condition of the country, and the attitude 
of labouring classes, it is impossible to deflate the currency sufficiently 
to release an adequate amount of gold for this purpose. Financially 
this is a cul-de-sac. 


Influence of Exchange Depreciation on Trade 

Countries who are in this parlous condition must, unfortunately, 
have raw materials and various other commodities not only to supply 
their manufacturing plant, but also to provide food and heat for their 
population. These goods have to be paid for, and as the credit of the 
different countries is not first-class, tremendous prices are charged, and 
the exchange steadily goes further and further away from parity. These 
conditions create in the producing countries an atmosphere of false 
prosperity. These very conditions, with the great need for goods, could, 
if handled wisely and properly, be turned into well-founded prosperity 
for the producers. There is no doubt that for some years to come the 
world will be needing goods of every sort and kind to repair the wastage 
of the war, and if only the economic and financial conditions, but chiefly 
the financial conditions, of eath individual country could be made more 
efficient, we should see a healthy state of affairs spreading over the whole 
community. But herein lies the difficulty. Is it to the interest of 
English commerce that the continental exchanges should go steadily 
from bad to worse with the inevitable consequence that trade must either 
flow im other directions, or by virtue of the very poverty consequent 
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upon economic collapse be stamped out altogether? A remedy of course 
must be found, but to find one we have to trespass into the realm of 
international finance, where political as well as commercial questions 
operate, and with which it is not possible to deal in a short review of 
foreign exchanges. It is more a question where the banker, the poli- 
tician, and the commercial man must cé-operate. The possible remedies 
for the general situation are not very abstruse. They are purely ques- 
tions of efficient government, sound financial policy, greater production, 
and above all, a fiscal system where the revenue is greater than the 
expenditure. When the two factors of increased production and adjust- 
ment of the national budget take place, confidence will be restored, 
credit will be more efficient, trade conditions will improve, and the 
foreign exchanges will begin to adjust themselves nearer to parity. 


A Word of Warning to Exporters 
The great danger that commercial houses have to avoid is trading 

in a currency that is at present showing violent fluctuations. There is 
no stability in such a position, and as most commercial houses are not 
au fast with all the daily developments of foreign exchanges, a serious 
loss might occur, and this would be particularly so if it were intended to 
break new ground in a foreign country, where the temptation is great to 
quote in the currency of that country with a view to furtherance of trade. 
The writer had an experience of this nature, which, if it had not been 
for the promptitude with which it was possible to correct the mistake, 
might have resulted in a very serious loss. Some years ago it was 
intended by a company to trade with Russia and to cultivate this trade a 
catalogue was issued in rouble currency without any reservation. For- 
tunately this was sent to England for an expression of opinion, and it 
was possible to stop, by cable, the issue of the catalogue and to make a 
new one in sterling. This is only one illustration of the necessity for 
either the employment of a person who has a knowledge of the foreign 
exchanges, or for taking expert advice from a banker. 

_ Inefficient foreign exchanges mean increased cost of production, 
and increased cost means sooner or later curtailment of demand, and. 
this means loss of trade. 








Sooner or later nearly every business man is called upon to act aa an Buecutgr or 
Administrator, and will find these yoeful Ainte of the greatest value. 





The Administration of the Estate of a 
Deceased Person 


By 8. Crorr, A.0.A. 
Useful Hints to Executors and Administrators 


HE law relating to the administration of the estates of deceased 

persons is so complex that one is inclined to wonder how many 
estates, other than those in which a solicitor or professional accountant 
has taken an active part in connection with the realisation and 
distribution, have been correctly administered. 

Where an Executor has been appointed in the Will it will be necessary 
for him to obtain probate before he can, generally speaking, deal with 
the property. Where no Will-exists or an Executor has not been 
appointed Letters of Administration will have to be taken out by the 
person who has the greatest right to admimister the estate. This latter 
remark will also apply in cases where the Executor refuses or is 
incompetent to act. 

The first step to be taken with a view to obtaining probate or 
administration is to collect full particulars of the property of which 
the deceased was possessed at his death, and of all monies owing by 
him. Where proper books of account have been kept these will greatly 
facilitate the gathering of this information, but in the majority of cases 
the necessary data will have to be obtained from the bankers or 
solicitors of the deceased or by reference to private papers. 


Valuation of the Assets 

Having ascertained the extent of the estate its value must next be 
determined for the purpose of computing the Estate Duty payable. 

Freehold and leasehold property will have to be valued by a sur- 
veyor or auctioneer, furniture and pictures by a valuer. The valuation 
to be placed on stocks and shares will be determined by the market 
quotation ruling on the day of death. In cases where two prices are 
quoted, the price at which the investment is to be taken for Estate 
Duty purposes, is arrived at by adding a quarter of the difference between 
the two quotations to the lower price. ra 


Debts and Liabilities 
Only certain liabilities are allowed to be brought into account in 
arriving at the net value of the estate, and these may be summarised as 
follows : 
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(1) Debts contracted by the deceased within the United Kingdom 
and in respect of which full consideration has been given. 

(2) Funeral expenses. No allowance will be made under this heading 
for erecting a tomb or putting the family or servants into mourning. 

(3) Debts due to persons abroad must be deducted from any per- 
sonalty situated abroad which is subjett to duty in this country, other- 
wise they cannot be allowed as a charge against the estate, unless they 
have been contracted to be paid, or are charged on property in the 
United Kingdom. 

(4) Mortgages or charges must be deducted from the value of the 
property on which the mortgage or charge has been given. 

(5) Duty paid in a colony on personalty should be deducted from 
the duty payable in this country in respect thereof, and duty paid on 
personalty in a foreign country should be treated as if it were a mortgage 
or charge on such property. 

It should be noted that realty situated out of the United Kingdom 
is not subject to Estate Duty in this country. 


Obtaining Probate or Administration 

The value of the estate having been determined the next step to be 
taken is that of obtaining probate or administration. In the former 
case the Inland Revenue affidavit setti tiyg forth the assets and liabilities 
of the deceased will have to be prod a togetber with the cath of the 
Executor that he will execute the officd well and faithfully. In the latter 
case the Administrator must enter into a bond with two sureties that 
he will dispose of the residue as directed by the Judge. 


Estate Duty’ 

Estate Duty ranging from 1 per cent. to 40 per cent. is payable on the 
net value of the estate except where the gross value of the property does 
not exceed £500, in which case, at the option of the Legal Personal 
Representative, an alternative duty of £1 10s. can be paid on estates 
the gross value of which is between {100 and £300, and £2 10s. on those 
between £300 and £500. 

The Estate Duty on personalty is due the day after death, and 
interest at 4 per cent. per annum is charged thereon from that date 
until the time the payment is made. In the case of realty no interest 
is charged on the Estate Duty provided it is paid within twelve months 
of the death. 


Payment of Debts 
Having obtained power to administer the estate, the Executor or 
Administrator has now a little time in which he can ascertain how far 
the assets available will permit of his carrying out the wishes of the 
deceased. 
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Hints to Executors 


He should advertise for claims to be sent in, in respect of any debts 
due, taking care to advertise in such papers as are likely to circulate 
amongst persons with whom the deceased may have incurred liabilities, 
and after the elapse of a reasonable time he may proceed to distribute 
the assets. This does not mean that the property can be realised hap- 
hazard and utilised to discharge such debts and legacies as the Executor 
or Administrator may think fit. Debts due by a deceased person have 


a recognised order of payment-— 


(1) Funeral expenses. 

(2) Testamentary or executorship expenses. 

(3) Debts due to the Crown by way of record or specialty. 
(4) Debts having priority by statute. 

(5) Judgments recovered against the deceased. 

(6) Recognisances. 

(7) Specialty and simple contract debts. 

(8) Debts on voluntary bonds. 





Any directions given in the Will will not affect the Executor’s or 
Administrator’s duty in this respect, and if he pays a debt of lower 
degree, before one of a higher degree, of which he has had notice, he 
will be personally liable for such debt so far as the assets of the estate 
are insufficient to meet it. 

The Executor or Administrator should pay a statute barred debt 
unless the Statute of Limitations has been successfully pleaded by the 
deceased in an action for recovery. 


Legacies and Legacy Duty 

Assuming that all the debts and liabilities have been liquidated 
and that there is a sufficient amount remaining, the legal personal 
representative will next proceed to pay the legacies. 

Legacies may be divided into general, specific and demonstrative 
legacies. An example of the first is a gift of a nominal amount out of 
the residue, and of the second, the bequest of a specified article such as 
a gold watch or a diamond ring which is described in the Will in such 
terms that its identity cannot be disputed. The third class comprises 
legacies which have to be met out of a specified portion of the estate, 
c.g., the bequest of £100 out of a certain investment. With legacies of 
this nature, if the deceased should have, by any chance, disposed of the 
asset subsequent to the making of his Will, the legacy will be payable 
out of the. general residue. 

A legacy to a son or daughter who pre-deceases the testator is pay- 
able to the children of such son or daughter if any exist, but a bequest 
to any other person who dies before the testator falls into residue. 
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Legacies are subject to Legacy Duty which varies from 1 per cent. 
in the case of husbands, wives and children to 10 per cent. in the case 
of strangers, and the duty should be deducted by the Executor or 
Administrator before payment of the legacy to the beneficiary, unless 
it has been bequeathed free of duty, in which case the duty will be paid 
out of the residue of the estate. In certain instances the 1 per cent. 
Legacy Daty is not payable, namely— . 

(1) Where the whole value of the estate does not exceed £15,000. 

(2) Where the beneficiary does not receive in all more than £1,000. 

(3) In the case of a widow, or child under 21 years of age, where 
the total benefits received do not exceed £2,000. 

No Legacy Duty of any description is payable if the value of the 
estate does not exceed £1,000. 

It is worthy of note at this point that realty is subject to Succession 
Daty and not Legacy Duty, although the rates are the same, and any 
Estate Duty payable on realty is a charge against the property itself 
and should be accounted for out of such property unless the Will contains 
instructions to the contrary. 


Distributing the Residue 

If, after all the legacies have been paid, a balance remains on hand, 
this will be distributed as directed in the Will. Sometimes, however, 
the residue is enjoyed by a person or persons as tenants for life with 
remainder over, and in this case the Executor or Administrator will 
collect the whole of the income, apportion it between capital and income 
in accordance with the rules laid down in the Apportionment Act, 1870, 
and after meeting any charges will pay the balance“of the income to the 
tenant for life. 

Many points of difficulty more often than not arise in the allocation 
of monies received and paid, between capital and income, and many 
cases which would need a more lengthy explanation than an article of 
this description permits have been decided in connection therewith. 

In the case of an intestacy certain well-known rules have to be 
followed in distributing the residue— 

Where a man dies leaving a widow and no children, the widow is 
entitled to the whole of the property if it does not exceed £500 in value, 
and if it does exceed this amount, after being paid £500 charged pro- 
portionately on the personalty and realty, she shares the balance of 
personalty equally with the next of kin and has a life interest in one-third 
of the remaining realty. 

If the deceased has left children, the widow takes one-third of the 
personalty and the children share equally the remaining two-thirds. 
The widow has in addition a life interest.in one-third of the realty which 
goes to the heir at law subject to this charge. 
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Where children alone survive the intestate they share the personalty 
equally, and in cases where there is no widow or children, the father 
takes the personalty or failing him the mother, brothers and sisters 
equally. 

A married woman dying intestate the widower takes the ‘whole of 
the personalty, and he also hag a life interest in any realty she may 
have possessed if children have been born of the marriage capable of 
inheriting the realty, otherwise it goes to her heir at law. 

Assuming that the Executor or Administrator has now disposed of 
all the assets it is advisable for him to forward to all interested parties 
a statement showing how the property has been realised and disposed of, 
and after settling any queries raised in connection therewith and feeling 
satisfied in his own mind that he has carried out the terms of his oath 
“to execute the office well and faithfully,” his duties will be completed. 


Manchester Lecturer’s Important Discovery 


TE new process of vulcanising rubber which has been discovered by Mr. S. J. 
Peachey, Lecturer in Chemistry at the Manchester College of Technology, 
has aroused great interest, and pramises to be of very considerable commercial 
importance. Laboratory a es indicate that it will have far-reaching effects 
on the rubber manufacturing in 
The present method of eens ‘is to heat together rabbe: and sulphur toa 
temperature of about 138 deg. centigrade (280 deg. F.). It has therefore not been 
easy to get combinations of rubber with raw materials that will stand so high 
a temperature. The ortance of Mr. Peachey’s discovery is in the fact that it 
Age pride errs eer Tt makes use of the two gases, sulphuretted 
hydiogen and sulphur dioxide, which react on each other to produce water and free 
sulphur. Mr. Peachey has found that when crude rubber, either in a solid form or 
in solution, is treated with these two gases, the one tna by their inter- 
action vulcanises the rubber. If the rubber be mixed with a waste material, such 
as sawdust or leather scraps or paper, and sane mixture is vulcanised, the resultant 
materials will serve a variety of useful p 
De ee prove particularly useful in the manufacture of 
papers, and artificial leather Lorri! It is understood that 
steps have already been taken with the object of exploiting the process commercially ; 


ay 


A 





Business - Organisation » and - Management 


Costing and Factory Organisation 
By H. Jurus Lunt, Chartered Accountant (Honours.) 
IV. Engineers’ Accounts 
(Continued) 





Unit System”? 

pe this head á method of costing has been developed on the 
principle of a comparison between actual cost under detailed 

analytical heads and a standard cost basis prepared from an analysis of 

the normal products. 

This is particularly suitable when selling prices are fixed by 
competition and the products are highly standardised. 

The weekly production total obtained by detailed record of all parts 
or jobs completed in the factory represents in the Cost Office a certain 
value in material, wages and expenses, because every product is valued 
and analysed at a normal production cost. These normal costs are 
tabulated showing composition of the whole production in respect of 
total material, wage and expense ; and special promisence is given to 
the chief product from which the unit system is to be standardised. 

For convenience of reckoning a decimal system is adopted by which 
the chief product is valued at a production cost of 100; its material, 
wage and expense cost being similarly expressed as percentages. The 
production cost of every other product is similarly stated in terms of 
its percentage at a normal cost to the adopted standard: and its 
material, wage and expense cost in each case are stated in decimal 
terms showing the ratio which the product or part bears to the standard. 
A complete tabular statement can be worked out on these lines em- 
bracing every product in the works : and once settled this Cost Schedule 
remains in use. Being in decimal form it is easy to work from and the 
plan is further simplified by the work being put in hand invariably in 
lots of 10 or multiples of 10. 

In the Stores System the value of stores is expressed in similar 
decimal values determined from the standard prices adopted for the 
different parts or material; variations in purchase prices from standard 
are regarded as a loss or gain in buying and are thus eliminated from 
the Cost System. ‘Issues of stores are consequently always in accordance 
with Cost Schedule. 

Wages are either paid at piece-rates corresponding throughout with 
the prices fixed in the standard Cost Schedule; or if paid by time the 
output is recorded so that detailed comparisons can be made and any 
losses (or profits) as against the schedule can be recorded. 

Expenses assigned on standard basis in detail to the products in the 
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Cost Schedule (either as a percentage on wage, or by other predeter- 
mined methods to suit individual circumstances—in some cases as a 
percentage on Prime Cost) are compared week by week mel actual 
current outgoings. 

From the detailed Production Total expressed in quantities U 
out there will result week by week a summary expressed in decimals 
of the standard product, of the— 

(a) Total production for the week ; 

(b) Material 

(c) Wages represented by that production. 

(d) Expenses 

The total production will indicate whether the factory has accom- 
plished a satisfactory volume of work for the week; and this can be 
converted into production in £ s. d. by multiplying the decimal total 
by value of Standard Product on which the whole system is based. 
The same conversion can be made in any item in the same way. 

The material total balances the Store Records and when converted 
into £ s. d. gives consumption of stores for the financial books. 

The wages total is similarly converted and is subject to adjustment 
in respect of any wages paid above or below the standard which is 
shown by a comparison with actual wages paid. 

Expenses compare similarly with the Counting House Records. 

Prompt returns are available under the system and pericdical com- 
parisons indicate the line in which the business is tending. It is 
particularly suitable where standardised products are being made. 

It has the advantage of showing— 

(1) Total production in quantity irrespective of price fluctuations 
which, for comparisons of turnover, is vitally important. 

(2) Wage cost comparisons m a form which can be compared with 
output of a corresponding quantity of work. 

(3) Expense per unit produced which indicates degree of efficiency 
in production reached from time to time. 


$ 


Expense Classification 

The need for correct detail in expense accounts cannot be too strongly 
emphasised, and the allocation of expense should be made on equally 
accurate lines, so that the expense charged at any point may be traced. 
and verified. 

The extent to which foremen are familiarised with works expense 
varies, and there is much to be said for a system by which each foreman 
is given month by month a summary of such expenses chargeable to his 
shop as come under his direct control: ¢.g., cost of indirect labour ; cost 
of sundry stores; general repairs; so that by acquiring his appreciation. 
and interest these and similar items may be economically managed. 
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On these lines a regular system of expense reports, subdivided in 
classes corresponding with the responsibilities of director, managers and 
foremen, and giving the detail of each expense in separate schedules 
at each stage, may be a means of obtaining effective control of indirect 
expenses, 

SCHEDULE OF WORKS EXPENSE. 
£ s. | d. 


=B 


Stores : j l 
Insurance, Heat and | Light $ -3 
Indirect W: l i j | 

3 F : | 

Machine Exponsse— | 


n 

















Similar management reports of production with analysis showing 
production per hour; per machine per hour; or production per man 
per hour, comparing previous records and corresponding periods of 
other years cannot fail to prove their value. Similarly reports of 
cost per unit in different operations can be adopted in many businesses. 

In the computation of Administrative Expenses some exceptions 
arise. It is not equitable to apportion these by a similar addition to 
the Works Cost in every case. For instance, one department in a works 
uses expensive material: e.g., platinum; another department is pro- 
ducing goods on which heavy advertising expense is undertaken ; another 
concentrates upon a product selling in proportionately large quantities 
with a minimum selling expense at a cut figure. 

In these cases the output must be analysed and the expenses classi- 
fied on a fair basis—much necessarily resting on intelligent judgment— 
and rates for administrative oncost must be fixed for each class of 
product separately. 

The aim in such cases is to look at each section, and try to ascertain 
what its position as regards expense would be if it were a business by - 
itself. In other words, what expense a competitor in the same line 
would have to carry. 

- An exception may arise to the charging of expenses to work per- 
formed where trade runs in busy and slack seasons. Here it would 
not be practical to charge the whole of the current expense at the slack 
time. An average rate must be fixed which will be sufficient if spread 
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over the whole year; and in the busy season care must be taken that 
the expense for the whole year is then actually made good. 

Another point arises when certain lines have to be quoted in com- 
petition with other works more favourably situated. It may be justifi- 
able in such cases to debit this work with lower rates than those generally 
in force and to’regard part of the expense as falling on the works as a 
whole, or chargeable against the General Profit and Loss Account. It 
is obvious that there is a limit to the extent to which this method could 
be adopted. 


Operating Costs 
In this class are included the costing records of railways, tramways 
and similar concerns performing services rather than producing goods 
where there is a single unit as in single costs, but of a different type. 
Hence the work performed is measured in train-miles, wagon-miles, 
or ton-miles ; car-miles or passenger-miles. 
Classification of expense is made under each heading of cost, such as— 
Maintenance of Ways, Works and Stations including Staff and 
Repairs. ` 
Power, including Staff, Fuel, Oil and Repairs. 
Carriage and Wagon Repairs, including Staff, Wages and 
Material. 
Trafic Expenses including Staff, Stores and Cartage Expenses. 
General Charges. 


Motor Haulage : 

A more usual example occurs in the case of motor haulage businesses. 
The costing is made from drivers’ diaries of loads carried which are 
summarised in a weekly statement. A comprehensive weekly return is 
then prepared from these statements. 

The amounts from the weekly summaries should be totalled week 
by week until a quarterly sheet is obtained which should be agreed with 
the financial books and thus furnish a valuable analysis of the costs. 


THE SYREN MOTOR HAULAGE CO. 
Sammary of Diver Wookty Statements for the work ending cnnminnecnsuns renren renee 
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PETROL ACCOUNT. 











Week ending 2.0.0.6 cece enone 
vy mar wanes T gi aii 
. Galls. | £ [s.a Galis || £ sja. 
To Stock . g x ‘ By Suppbes to Motor 1 . 
ve ‘al bi be i + L i 2 t: 
re LLJ os 3 i f 
om oe ea 4 * 
» Travelling Account . : | 
» Engineer ; . 2 
» Sales I 
Loss 


‘ 


"Balance in Hand |! 
A detailed record of petrol, oil, tyres and repairs is maintained ; 


also a record of cost in respect of each machine showing the number of 
miles ran and quantity of load carried in ton-miles. 
































MOTOR RECORD. 

















No. 1. 
Lorry Type: 
Maker: Aurin. 
Date of Purchase: 15th October, 1919. Cost: £1,100. 
Running 
Week. Mileage. | Ton-Miles. Petrol. Tyres. Repeirs Cost per 
ton-muile, 
Nov. 29 150 360 Lx £5 — 12d. 








Cost Records 


In addition to the Cost Ledger Accounts a detailed record of Build- 
ings, Plant and Machinery should be kept in the Cost Office. 

Burtpincs Recorp.—The annexed rulings for a Buildings and 
Fixed Plant Ledger will show the information that should be recorded 
therein. The values must be written down to provide for the time 
when replacement will have to be made and the register will show the 
amount at which each item stands from time to time. 

Expenditure upon repairs and alterations should be entered but is 
not added to the value. . 

Expenditure upon additions and extensions must be added to value 
at date and depreciation must be increased accordingly. 
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BUILDINGS AND FIXED PLANT LEDGER. 








No. | Description. | Location. Original Date c Value.) Remarks. 
f Cost, vr | %)£ sd. ° 









































Suficient space must be given to each item to allow for additions and notes of repairs, 


Plant and Machines 

A ruling for a Plant Record is given; a separate account or card 
serves to record the history of each machine. 

The location of each machine must be recorded in an inventory 
which should be checked off month by month to ensure that all additions 
are included in the records and that depreciations are correctly allocated. 

Works repairs and works extensions as executed in the factory will 
be analysed when completed to determine charges to be made to 
Expenses as repairs and renewals and to Plant Account as additions or 
extensions. 


PLANT AND MACHINE LEDGER. 





























No. Purchased essees cece nen eee 
Deecription Coat f e na anmai eats 
Maker Depreciation Y.. m. m ee oe aee seere = 
AMOUNE Lo eee iii a 
Value. Date. | Depreciation. Value. 
L 3d. | ksa | ga 
Repairs 
Date. | Particulars. | Ref. | £ ad, 








Card ledgers or loose-leaf ledgers are desirable for the above and fuller details may 
usually be recorded as required. 
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DEPRECIATION is usually calculated as a percentage on the value of 
each asset at the commencement of each year, being fixed so as to reduce 
the value of each machine to scrap value at the time when its working 
value will have been exhausted. Another plan preferred by ‘some 
accountants is to write off yearly an equal portion of the original cost. 
The former has the advantage of givmg a lighter charge in the later 
years when repairs are heaviet. 

Leasehold buildings are usually depreciated on a special plan known 
as the “ Annuity ” method. A fixed annual sum is charged as deprecia- 
tion, debited to Profit and Loss Account and credited to the Leasehold 
Account, but this sum is fixed at such a rate as to allow mterest on the 
diminishing balance to be debited to the Leasehold Account year by 
year. This is to use the leasehold as an investment and treat it as 
earning interest which is credited to Profit and Loss Account accordingly. 

Alternatively the Sinking Fund plan is adopted by which a fixed 
annual sum is invested either in gilt-edged securities or in Endowment’ 
Insurance; interest on the securities should be reinvested, the fund 
thus accumulating at Compound Interest. 

Revaluation.—lt is advisable to check the depreciation calculations 
by valuations at intervals of a few years. 

Tools are generally maintained in working order by charging all 
renewals against profits. . 

Patterns unless chargeable to specific orders must be booked to a 
Patterns Account subject to a heavy rate of depreciation. 

Discarded plant should be grouped in separate records to which 
realised values may be credited and any losses ascertained and written 
off. 

Idle Plant advices should be instituted by means of which machines 
not fully used may be transferred to shops where they would be more 
useful; by this means the need for further purchases may be avoided 
to some extent. 


(Concluded.) 
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Tho mhor propounds a bold scheme for stabilising the exchanges by moans: of an 
international cancellation of debts. 





How to Stabilise the Foreign Exchanges 


By 8. Howard Wrrury, F.O.I, ALAA, LAA, 
A Bold Suggestion 


HE state of great disorganisation which prevails in the foreign 

exchange market reveals the urgency of a practical scheme of 
stabilising the exchange value of the world’s currencies. The adjust- 
ment of the exchange value of the English £ in New York from its 
present value of 16s. on average transactions to par or appreciably 
nearer par, cannot be effected by an export of gold to America. The 
comparatively small variations in the exchanges before the war were, 
indeed, rectified by an export or import of gold, but the very substantial 
and serious difference in the rates to-day demands a bolder remedy, 
for to export gold to America at the present time would not result in 
any material alteration in our favour owing to the fact that the Banks 
of Great Britain do not possess sufficient reserves of gold to meet the 
situation. Even if the Banks possessed a. sufficient amount of gold 
available for export to America, any such depletion of our stocks would 
inevitably involve a further increase in our Bank Rate in order to attract 
gold from other countries—a course which would be very detrimental 
to our many manufacturers who are trading with money loaned from 
banks and other credit institutions. 


Vital Need for Adjustment of Exchanges 


The depreciation of our currency in America means that for every 
quantity of goods we import from that country invoiced at 16s. we have 
to pay £1, an increase of 25 per cent. We are compelled to purchase 
large quantities of food, etc , from America, so that this increase of 25 
per cent. is one of the root causes of the present high level of prices. 
This trade barrier is, however, not an unmixed blessing to America. 
It is detrimental to America by reason of the fact that it acts as a tariff 
on American exports especially in the case of general merchandise as 
distinct from foodstuffs, and thus prevents the proper and normal ex- 
pansion of thet trade. This demonstrates in a convincing manner the 
interdependence of every nation as far as international trading is con- 
cerned and clearly indicates the need for an adjustment of the exchanges, 
from the point of view of America no less than that of Great Britain. 

The depreciation of the German mark is another example of this 
essential, and is a case the other way. The exchange value of the mark, 
normally about 1s., is varying to-day round 14d. This means that 

_ 543 





Business + Organisation - and : Management 





every quantity of goods from Germany priced by German exporters at 
ls. can be bought on the British market for about 1}d. This is detri- 
mental to both Britain and Germany. It is injurious to British manu- 
facturérs because it facilitates the exportation of goods from Germany 
and the placing of them on our market at a price with which our traders, 
producers and workpeople cannot pessibly compete, thus demanding 
some kind of anti-dumping legislation and consequently preventing 
that freedom of trade so essential to world reconstruction. The depre- 
ciation of the mark also hampers German trade revival, upon which the 
indemnity to the Allies depends, owing to the fact that Germany requires 
about eight times as many marks to buy a given quantity of goods and 
raw material as was required to buy a like quantity before the war. 


International Cancellation of Debts 


How then can a remedy be effected? It is possible to do so, with a 
minimum of delay, by an international scheme of cancellation of debts. 
This would necessitate an examination of the financial position of Britain, 
America, France, Italy, Germany, etc., and the.drawing up of the finan- 
cial position of each of the countries in relation to each other. If, as a 
result, Britain was shown to owe £1,000,000,000 to America, and France 
£500,000,000 to Britain, the result would be that Britain and France 
each owe £500,000,000 to America and the London-Paris exchange 
would be adjusted. If also Germany owed £1,000,000,000 to America 
and {500,000,000 to France the net result would be that Britain owes 
£500,000,000 to America, and Germany owes £1,500,000,000 to America, 
and the London-Paris, Paris-New York and Paris-Berlin exchanges 
would be adjusted, and so on. 

After all possible cancellations had been made in thig way, the out- 
standing balances between one country and another could be settled, 
where possible, by payment in gold. Where payment in gold is not 
possible or desirable, a balance could be effected by means of an inter- 
national credit given to the debtor country under the guarantee and 
supervision of the League of Nations. 

The shackles that are to-day preventing freedom of trade between 
the nations of the world and hindering international co-operation would, 
in ‘this way, be removed, and a very material lowering of general prices 
would be effected immediately in most countries. 

Unless an arrangement of this kind is made, Great Britain will be 
unable to lend any appreciable amount of money to either colonial or 
foreign nations for many years, and in consequence New York would 
probably replace London as the chief money market of the world. 
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Every factory and works manager will appreciate the practical suggestions contained 
in this article. 





The Polien of Production 


By H. G. JANKINS 


ON of the most commonly used terms in regard to modern industrial 
activity is Production, and the looseness with which it is used calls 
for a definition which will enable us to understand exactly what is meant 
by this term. One authority defines it as “The producing of articles 
having an excHangeable value,” and, if this definition be accepted, we 
must be prepared to admit that production includes a relation to market 
value. So that the object must be to produce within a given cost, which 
is fixed by the market for which the product is intended. 

Now Production in its modern application covers a very wide field, 
and it is necessary to realise that this field calls for the adoption of 
various methods to achieve the desired results, and to realise Mts is a 
matter of the first importance in industrial activity. Modern Production 
may be divided, roughly, into three classes: Jobbing, General, and 
Mass ; and defined as folows— 

JOBBING PRODUCTION is the production of dissimilar items where 
practically no possibility of repetition work exists, and where, as a 
consequence, each item of the product must be manufactured 
individually. 

GENERAL PRODUCTION is the production of articles where there 
is a possibility of. repetition work, but where the requirements of 
an individual article are not continuous, but offer possibilities of 
manufacturing by similar methods or processes. 

Mass PRODUCTION is the continuous production of similar articles 
on lines of maximum economy. 


Now although distinctions may be drawn as to classes of production, 
we must realise that there are many aspects of the problem which are 
common to all classes, and it is these common considerations, which are 
fundamental, which require close examination and appreciation. 

The first—and most important—of these considerations is the 
necessity to produce at a commercial cost. This necessity calls for the 
constant observation of the elements of efficiency in all directions; the 
second is to produce in such a manner as to need a minimum of investment 
in all producing elements (material, labour, etc., etc.); the third is to 
produce at the maximum speed possible ; and the fourth is to maintain 
a regular standard of quality. These fundamentals we cannot afford to 
neglect if manufacture is to be on a satisfactory commercial basis. . 

Let us next examine the elements of production, and see what are 
their requisites, taking these in their natural sequence. 
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MATERIAL. If production is to be carried on economically, we must 
have a supply of the right material at the right time, and to do this 
necessitates an efficient analysis of what material is required; and to 
order it and get it to the producer at the right time calls for a purchasing 
and storing system which will enable this to be accomplished. We must 
be in a position to examine this material when received, and to follow 
it through the various storing and issuing arrangements efficiently. 
We must also determine what stocks of material shall be carried, that is, 
what minimum of such stocks shall be held. Al these must have due 
reference to investment, quality, and speed and difficulty of obtaining 
delivery. 

LABOUR (divided into two parts—Productive and Unproductive) 
must be planned so that producers of the right kind, skill, etc., are avail- 
able to meet the production demand. Our planning should ensure 
flexibility as much as possible, and maintain such productive labour as 
is essential to the volume of production required. Unproductive labour 
(#.e., supervision, administration, general services essential to the produc- 
ing of labour such as inspectors, general labourers, clerks, transport 
workers, etc.) must also be planned so as to enable the productive labour 
to be used to its fullest extent on the actual producing, and this unpro- 
ductive labour, etc., must be maintained in balance with the productive 
labour under the varying conditions with which we have to contend. 

EQUIPMENT. Careful planning is also necessary in order to have 
tools, machines, and general equipment according to our producing 
requirements, and all these contributory elements must be maintained 
in such a state as will enable the most effective use to be made of the 
material and productive labour, and these must also be maintained in 
balance. If production at the minimum of cost is to be attained, our 
planning must effectively ensure that all these elements are kept occu- 
pied to the fullest extent possible. Lack of balance in the producing 
organisation means waste and consequent high cost of producing. 

TECHNIQUE. We must determine what standard of technique it is 
intended to adopt and realise that a standard of technique is essential 
to economical production and especially to the economical use of pro- 
ductive labour, appreciating fully that careful technical guidance of all 
productive effort is essential to economical production. 

This connection between technique and production needs to be more 
fully recognised than it is at present. It is no use designing a technically 
perfect product which cannot be produced on a'commercial basis, nor, 
vicé versa, any use producing an article technically unsound. This 
technique must be applied to all phases of production—material, tools, 
equipment, handling, the product itself, and in all these elements 
flexibility must be aimed at. We must avoid making cast-iron technique 
which will mar efficiency, but make provision to enable compensation 
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to be made for variations in the elements which, however carefully the 
planning is done, are of constant occurrence in the modern industrial 
undertaking. 

Now, in order to appreciate fully what the control of these ¢lements 
of production really means, we must examine them as problems which 
vary according to the type of production concerned. 

Before passing to these detail considerations, a word of warning may 
be interposed. 

No two types of industrial conditions are alike, and for an English 
factory to attempt to swallow whole a system in use in an American 
or any other factory is to court failure, and, however good one system 
may have proved to be in practice, it is bound to be largely due to the 
local conditions under which it is used. Beware of importing systems 
and expecting to work them, without paying due attention to the model- 
ling of the system to the particular local conditions to which it is applied. 
In no phase of industrial activity does this apply to a greater extent than 
to that of production. 

To return to the detail application of the elements of production 
to the various classes of production, which have been already defined. 

Jospprinc Propucrion. From this definition it is clear that the 
problem is to produce an article which has to be treated from an individual 
standpoint. According to the type of product the plans must be made. 
These plans must give due consideration to this individuality and cover 
the elements enumerated in such a manner as to attain the best results. 

Starting with the raw material, a strong purchasing department is 
needed to obtain quickly a large variety of material on meagre informa- 
tion, 4.¢., without all the paraphernalia of specification, etc. We must 
buy in reliable markets and be able to obtain quick delivery. In this 
case it is clear that the getting of the raw material is more important 
than the price, because material cost is relatively small compared with 
labour cost. Adequate material must be provided and a relatively 
large proportion of waste accepted as inevitable. In other words, ability 
to plan the material position is strictly limited and consequently calls 
for continuous personal effort. 

Labour, the next element, will of necessity be of the skilled and 
highly skilled variety. Labour cost will be high so that instructions may 
be transmitted to the actual producer without elaborate preparation, 
reliance being placed on the skill of the producer to a considerable extent. 
Unproductive labour is a small proportion of the total labour as there is 
little preparatory and contributory work possible, and consequently 
the provision of a small amount of general labour is only required in the 
department in which the product is manufactured. 

Tools are in this instance largely of the standard type, which can be 
easily purchased or, if special tools are required, they can be made by 
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the producer, and facilities for the producer to handle his own tool 
requirements must be provided. The tool problem is not a large one, 
as a consequence. Machines and equipment need more careful planning. 
A large *variety of machines are necessary to meet large variations in 
manufacturing operations, and it is necessary to provide such a capacity 
as will prevent the highly skilled (1.¢., costly labour) being idle due to 
a shortage of machines. So that under these jobbing conditions of 
production it is impossible to plan in detail the various elements ; overall 
plans can be made, and the supervision (the superintendent and foreman) 
is expected to control closely the production, and must be looked to 
to plan their production individually. 

In this type of production complicated paper systems should be 
assiduously avoided, and reliance placed on the energies of the individual. 
If these surmises be correct, then the responsibility of the foreman 
demands that he shall be given all the essential means to economical 
production. He must have his cost information at hand, his full know- 
ledge of the requirements and deliveries, etc. To be successful with this 
class of production, the production control must be entirely local. 


(To be continued.) 





The Slump in Prices in mene 


REAL blows have been struck at excessive living costs in the United States, 
says the Times Trade Supplement. This new movement sweeps from east 
to west, and still spreads. The back of peace-timo profiteering, if not broken, has 
certainly become weakened. 

The commencement came with the offering by leading Philadelphia mercantle 
interests of practically entire stocks—aggregating some £5,000,000—to the retail 
trade at a flat discount of 20 per cent. below regular prices. It was a- welcome 
move, and one which retailers and wholesalers generally have had to follow ` Since 
then sales of new goods at 20 to 50 per cent. reduction have been inau ted m 
the principel markets, and spring and summer stocks have moved out idly. 
The buying public was getting out of hand, merchandise had been accum ene 
on shelves, and money becoming steadily tighter. Purchasers were putting ‘off 
or giving up the buying of everything but prime necessaries. This strained situation 
is partly relieved, and whether clearance sales were inspired by patriotism or 
perspicacity the public does not greatly care. Prices are still too high. 


OM 





Will the workman be the captialist of tha dure? One of our Captains of Industry 
shows how easily this revolutionary change could come about. s 


Workmen as Capitalists - 
Striking Speech by Mr. Frederick Mills 


HE thoughtful and original remarks made by Mr. Frederick Mills 

(Chairman of the Ebbw Vale Steel, Iron & Coal Co., Ltd.) at the recent 
annual general meeting of the shareholders, are of such outstanding 
interest to both employers and employed that we make no apology for 
reproducing selected passages from his speech in these pages, and com- 
mendmg them to the special attention of our readers. It is worthy of 
note that the Company has strikingly developed during the last few 
years, and now employs some 34,000 workpeople and owns coal-bearing 
lands amounting to over 33 square miles. The fact that Mr. Mills is 
responsible for the general direction and policy of this huge enterprise 
entitles him to speak on questions affecting capital and labour with 
authority. Further reference to his remarks appear under “Notės 
of the Month.” 


The Attitude of Labour to Industry 
Mr. Mulls said: 


I now propose to say a few words about the attitude of Labour to industry in 
this country in general, and at Ebbw Vale in particular. Despite appearances, 
compared with most other nations we are settling down in this country, and are in 
an enviable position. Vast numbers of Britishers are beginning to realise that 
son for an incTease of wages is not the way to get prices down, and that the 
best of all ways is to increase production; that the profiteers’ opportunity has 
gone down when an ample supply instead of a deficiency of his particular commodity 
13 on the market ; that they are still going to be working for a weekly wage, and 
under some sort of a “boss,” even if the State or the Soviet replaces the private 
employer. The workman is begmning to realise he would er to discuss his 
grievances promptly wrth me and my kind, rather than with an army of officials 
who know nothing of the subject and because of that lack of knowledge (which, 
under the circumstances of their appointment, is excusable) defer and baulk 
inquiry. In short, human nature being what it is, and must long remain, 


The Capitalist System has Come to Stay 

and it niust rest on reasonable compromise. Its advantages and limitations must 
be understood and explained by both employers and employed, and it must be 
given every chance to work harmoniously and effectively. I can quite understand 
many workpeople saying they are not going to work for another man’s private 
profit, but that is entirely because what they read and what they are told represent 
the situation in a grotesque manner. After all, what 13 capital? It is simply 
the accumulated savings of unexpended income of generations of all sorts and 
conditions of men and women. Imagine, if every one, year after year, spent all 
he received in eating, drinking, and luxuries; quickly stocks d be used up, 
machinery would perish, and development would cease. 
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Capitalism a Modern Growth 


The system of capitalism now in use is no older than 150 or 160 years, and follows 
the application of steam to industry. Formerly a workman could became his own - 
capi “by making the implements of his trade; thus a blacksmith could and 
did construct his own forge, a fisherman his own boat, and so forth; but for an 


. ey 
admirable book, “ Ths Case for Capitalism—f920."’ Machinery has brought about 
increased production, and increased production has induced increased population, 
and production must be increased, and ever increased, if the wave of prosperity 
and the ease and comfort of mankind are to be maintained. This involves ever 
the cheapening of money and the augmentation of capital. Hitherto, with few 
exceptions, workpeople have been taught by those who lead them, and know no 
better, to detest capital and the capitalistic system. They must learn to understand 
and to trust it. 


The Workman His Own Capitalist 


Whilst it is no longer poesible for the workman to become individually the owner 
of the machinery he works with, it is possible for him to become his own capitalist, 
and it is because I am firmly convinced that it is by that means, and by that means 
alone, that labour unrest can best be ended, that I venture to point out how it 
can be done. Be oy le ee a 
that the control of-this company could be secured by each employee investing 
£72 in the shares af the company (taken at value). To-day it would cost each 
Gf the $4,000 workmen now employed £20 ha. 3d 3d. to do so. Am I to be told that 
such an investment is not possible ? The list of our 10,000 shareholders shows 
that many of them are men and women of small means, and I suggest that if 10,000 
such people can control cur company, then 34,000 of our own men could do the like. 


Populartse Share Certificates 


I agree at once that the actual process of acquiring shares in industrial concerns 
is at present too mysterious for the general body of workpeople. Here then is 
a chance for amendment. One of my ea has suggested that shares should 


be as readily obtainable as war securities, of which there are millions of holders. 
I am convinced if that could be done there would be as many shareholders as there 
are workpeople. ee eee 
that enables them to work SOU Re eo eae ea 
attitude we all deplore... 


The Joint Industrial Conference 


I spoke of Ebbw Vale in particular. In December, 1918, there was established 
a Joint Industrial Conference, which, after some hesitation on the part of some of 
the workpeople, now meets monthly, where the men’s leaders confer round a table 
with the heads of departments. We have no rules other than the rules 
of debate. Any subject a Pe ana; and it is astonishing, when culties, 
and misunderstandings are brought to the light of day, how small most of them 
appear, and with what eese most of them are adjusted. A verbatim report is 
taken and for public dissemination. Whilst we cannot yet claim complete 
immunity from es of work, much has already been accomplished, and there 
is an increased spirit of confidence and respect between the workpeople and the 





The modern business man ia thinking out national policy for himself, and is no longer 
content to tolerate ils formulation by Méristries out of contact with actuality." 





Table Talk on Business Topics. 


By Dr. Evie PowRLL, Editor of “The Financial News” 
° 


Ao altogether from partisan opinion, few things in current 
political phenomena are more welcome to the thinking business 
man than the obvious resolution of his class to fight for its own hand. 
We have now quite a number of powerful organisations of business 
men. They adopt a common policy. They discuss their mutual 
interests. They meet at dinner and (as in the case of the comparatively 
recent instance of the National Association of Manufacturers), they 
get a banker of the highest standing (Mr. McKenna) to address them 
afterwards on the dominant topic of the hour. Having heard him, 
they make up their minds that they will resist to the utmost of their 
power certain legislative proposals which the Government has brought 
forward. Those proposals may be right or they may be wrong. That 
is a thorny topic upon which I have no intention whatever of entering 
in the pages of a business magazine, But nothing could be more whole- 
some than the deep and careful consideration of legislative proposals 
by capable business men and their resolve to adopt a common policy 
with regard to them. That kind of thing means that the modern 
business man is thinking out national policy for himself and is no 
longer content to tolerate its formulation by Ministries out of contact 
with actuality, whose interference in the domam of business has again 
and again brought infinite trouble. It is as clear as daylight that we 
are evolving rapidly towards the ideal of business government, as 
distinct from political government, and from the pomt of view of the 
readers of this magazine few prospects could be more exhilarating. 


A Happy Selection 


The business world has undoubtedly gained an acquisition in Mr. 
McKenna. He has severed all the bonds of party and partisanship, 
and settled down to the rôle of a bank chairman, effectively voicing the 
sentiments of the custodians of the nation’s credit. This is the reason 
why his speech to the National Association of Manufacturers was so 
appreciatively received, so widely discussed, and so impressive in its 
effects, It was the utterance of an ex-Chancellor of the Exchequer, 
a man who had been in closest touch with the official mainsprings. It 
was also the declaration of the chairman of a great bank, handling daily 
an aggregate of resources far in excess of the entire possessions of 
mediaeval England. It demonstrated the unerring soundness of the 
late Sr Edward Holden’s judgment. Asked if he knew who would 
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succeed him, when at length an Inexorable Visitant summoned him from 
the scene of his congenial and successful labours, . Yes,” he replied, 
“I haye found the man for the job, and his name is McKenna.” Nor 
did the veteran banker stop at the mere act of selection. He added 
Mr. McKenna to the number of his personal lieutenants, initiating him 
day by day and week by week into the secrets of the management of a 
gigantic banking institution. And perhaps one may look far without 
finding a picture more noble (and at the same time pathetic) than that 
of the toil-worn pilot of a colossal ship, vividly realising that the time 
of his departure was approaching, assiduously training the hands which 
should take the helm of the mighty fabric when at length he was gathered 
to his fathers. 


Word and Bond 

That, however, by the way. We were talking about the obvious 
tendency in the business world to demand, and enforce, business govern- 
ment. Part of the difficulty of adjusting business necessity to political 
expediency arises from the fact that the political and business worlds 
are governed by different ethical codes. In business a word is a bond. 
Years ago it was boasted that on the Stock Exchange such a thing as a 
disputed bargain was all but unknown. A foreign observer has told us 
how he was once closeted with a distinguished banker, absorbed in a 
pleasant chat, when a head was thrust round the door of the bank 
parlour and a smile of recognition passed between the banker and the 
intruder. Then ensued a colloquy of incredible terseness— 

“ Half a million,” said the owner of the intruding head. 

“The banker nodded. 

“Five?” 

Another nod. 

“Seven?” 

Another nod, another mutual smile, and the episode was over. The 
banker then explained to his visitor that he had lent £500,000 at 5 per 
cent. for seven days to the gentleman who had just left. He had done 
it “on the nod,” for the “ nod ” was a sacred bond. 


Unstinted Confidence 

Of course this kind of thing is an inheritance from the practice of the 
old private bankers, who gave unstinted confidence where they gave 
it at all. But they were, to a large extent, handling their own resources. 
Their responsibility was personal to themselves. A modern joint stock 
banker not only carries a much heavier load of responsibility (in the 
shape of colossal aggregates on current and deposit account) but he 
has an army of shareholders to consider as well. Finally, anything 
in the nature of rashness soon becomes the topic of talk among his 
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friendly rivals, who are acutely conscious of one another’s shortcomings. 
Still, as I said, the practice of unstinted confidence survives, in spite of 
the modern trammels. Even in my own City generation I have known 
private bankers who regularly financed approved clients to thé tune of 
six figures at a time, and this on nothing but personal security. I 
remember such a client committing himself to the extent of a million, 
without even asking the banker, by way of preliminary, 1f he were 
assured of the necessary accommodation. When the point occurred 
to him he “popped” round to the banker (I quote his own homely 
verb) and mentioned the matter in a casual sort of way. 

“ That will be quite all right, Mr. ,” said the old-world banker. 

“I may want the money at any moment, you know.” 

“Make your mind perfectly easy. That will be quite all mght, 

It would be superfluous to add that the banker knew his man. He 
was not in the habit of granting six-figure overdrafts to everybody 
who called to ask for them. If he had been his bank would not have 
survived to become a component of one of the largest joint stock entities 
of the present day. 


A “Special” Carte de Visite 

But the banker did not always know his man. Years ago a wealthy 
client of a certain bank, after residing for twenty years in the Far East, 
and piling up a huge balance in Lombard Street, returned home and 
called upon his banker. In the old-fashioned way (and dressed in 
shabby attire) he inquired of the cashier, through the grille, if Mr. 
was in. He got a rather off-hand answer. In reply to a further query, 
he was brusquely told that he had better wnte and ask for an appoint- 
ment, since the banker saw nobody without one. The visitor thereupon 
produced a cheque book, wrote out an open bearer cheque for £250,000, 
and pushed it under the grille, with the remark— 

“ Short, please ” (meaning that he wanted it in the smallest number 
of notes that would make up the amount). 

The sight of the figure and the signature scared the cashier off his 
pedestal, and in less than half a minute the visitor was being ushered, 
with unctuous courtesy, into the bank parlour. But there again, it is 
not everybody who can thrust a £250,000 visiting card across the bank 
counter. Many of us would receive a warmer welcome if we could 
exhibit that class of credential to make good our claims. 


Scathing by the Card 
At least, the proofs of identity and responsibility are often found 
in a visiting card. But I have known it used to shrivel up pretentions 
that were too inflated. In the old days of the viva-voce examination 
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for the Bar a pompous candidate betrayed almost complete ignorance 
of his subject. At last the examiner inquired if the candidate could 
oblige him with his card. The candidate eagerly did so, not without 
gorgeous mental visions of a probable invitation to dine with the 
examiner, or to be the guest at some garden party in the beautiful Inner 
Temple grounds. But when he handed the card across the table it was 
pushed back to him, face downwards, with the remark— 

“Mr. ——, kindly write on the back of that card what you know 
about Real Property and Conveyancing.” 

This was an unfortunate finish. Another candidate was happier, 
and since his sentiments and experiences have a distinct value for every 
business man, they may be appropriately added to our Table Talk. 


Trustees and Executors 

The period was the good old time when a call to the. Bar was given 
on the certificate of a practising barrister that the candidate had spent 
a certain time reading in his chambers, and thus acquiring the necessary 
knowledge and experience. When this particular candidate applied 
for his certificate the barrister hesitated. He could hardly ever remember 
seeing the candidate at chambers, reading either books or briefs. The 
candidate explained that this was a misapprehension. He was frequently 
there, and had studied many of the barrister’s opinions om cases 
submitted to him. 

| “ For instance ? ” 
. Well, sir, there was an opinion of yours on the duties and respon- 
sibilities of trustees. I read it very carefully.” 

“Tell me what I said.” 

“I don’t exactly recollect what you said, sir, but I know I made 
up my mind I would never be a trustee.” 

“Ts that all you read ? ” 

“ By no means, sir. I read a long opinion of yours on the duties 
of executors.” 

: “ And what opinion did I give? ” 
'“T’m sorry the exact points have escaped my memory, sir, but I 
know I said to myself ‘ Well, I’m d—d if ever I'll be an executor.’ ” 

“ Sir,” said the barrister, in his most approved professional style, 
“I see that you have acquired, in my chambers, such knowledge and 
experience as fits you for the profession which you aspire to adorn ; 
and I shall give you my certificate forthwith.” 


As Seen from the Witness Box 
Not a very painful cross-examination, that. They do things very 
differently nowadays, when the ordeals tackled by candidates for the 
Bar are arduous in the extreme, and the tendency is to make them 
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stiffer every year. A cross-examination is a very troublous time to 
most people, especially if they are undergoing a first experience of the 
torture. For me, after quite fifty appearances in the witness box’ (none 
in the dock, so far) it has no terrors, as I think was soon discovered by 
counsel for the plaintiff in Dutton v. Pitman. The reminiscence brings 
to my mind one of the most shrewd and priceless hints I ever received 
from the late Sir George Lewis. As it possesses the same value for 
every business man (and woman, too, for the matter of that), I go on 
to recall it. Always act, said Sir George, as if you felt certain of your 
conduct sooner or later being’ scrutinised by a judge and jury. Think 
how your actions, your words, or your correspondence would look in 
the “ dry light ” of a court of justice. Especially consider how it could 
be distorted or perverted by a clever cross-examiner, who was “out ” 
to discredit you in the eyes of the jury. How could you account for 
such-and-such an act, so as to commend your decision to twelve keen 
men (now to be reinforced by women) in the jury box? How would 
you justify this word or that, when you have to do it before a critical 
tribunal, and not only in the light of your own conscience? Ponder on 
your intended actions from this pomt of view, he would say, and you will 
be saved from many an indiscretion. How true that is about’ a number 
of men (and women) who have stepped down from the witness box as 
discredited, or, at least, unbalanced people, who might have borne the 
ordeal successfully if they had foreseen its coming, and framed their 
conduct with a view to safely passing through it ! 
Good as a Government Bond 

But here I am, carried on from one story to another, away from the 
topic with which we started. That was the necessity of the business 
world acting more definitely in the political sphere, for its own defence. 
We were saying that a business man’s word is as good as his bond, an 
affirmation which cannot always be made (at all events with the same 
accuracy) about political leaders. In America there is much of the 
same sanctity around a bargain, in spite of all that cynics say about 
transatlantic business morality. As our cousins have adopted our 
common law, they have also annexed our common honesty. In early 
days the late Mr. J. R. Gates lived far from railroads, in a country as 
yet uncleared. But firewood was wanted, and the idea occurred to the 
youth that if he could acquire the timber rights here and there and 
fell the hardwood, he might make money by cutting it up and selling it 
as firewood in the neighbouring villages. By exploration and by 
measuring he got an idea of the density of the woods and made a rough 
estimate of the number of loads of firewood which an acre would yield. 
Then he faced the owner, with an offer for all the timber, agreeing to 
pay for it as the money came in from the sales of firewood. 
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“Tve got no money,” he said, “but you can hold my threshing 
machine as security.” 

“Go ahead, Johnny,” was the farmer’s reply. “ Your word 1s as 
good a$ a Government bond.” i 

On the foundation of a word that stood for so much with those who 
knew him, Gates built up his colossal fortune. 


A Misleading Analogy 

It is a curious fact that the reluctance of the business world for 
active intervention in the affairs of Government has been largely due 
to a false analogy. We have been accustomed to regard the Empire 
as being a great joint stock undertaking. Such it undoubtedly is. 
But we have gone on from that to assume that its citizens were the 
shareholders, while the Government of the day represented the board 
of directors. It has been assumed, consequently, that the total function 
of the shareholders was to pronounce from time to time upon the general] 
policy of the board and in the meantime to refrain from any active 
participation in the affairs of the undertaking. But the whole analogy 
is false. The real directors of the company, which we may call the 
British Empire Unlimited, are the members of the House of Commons, 
elected to represent the interests of the shareholders because these 
latter are too numerous to come into direct contact with the executive. 
The Ministry for the time being is not the directorate. Its members 
are the managers, and their business is to shape the policy of the company 
in accordance with the instructions of the Board. Nearly all our 
administrative complications, as well as many public dissatisfactions 
with the working of the constitional machine, arise from the efforts 
of the Cabinet to impress its policy upon the House of Commons, 
whereas, remembering the true analogy just outlined, we realise that 
the dominating power should be the House itself, and not the Ministry. 


No Contact with Business 

The reversal of function is all the more to be regretted because so 
few ministers possess any first hand knowledge of business. This means 
that decisions of vital moment to our commercial and industrial interests 
are continually formed by men also with no practical knowledge of the 
issues involved. That is the reason for the frequent complaint that 
our fiscal policy is so largely dictated by theorists and doctrinaires, 
who influence the responsible minister into the adoption of schemes 
which expert opinion utterly condemns. So much may be said without 
entering upon partisan or controversial ground in any way whatever. 
Indeed, men of all parties, and of none, would probably join with me 
in deploring the fact that among the men who shape our national destiny 
as members of the Ministry, so comparatively few have been in actual 
contact with commercial, industrial, or financial actuality. 
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Table Talk on Business Topics 


Chancellors of the Exchequer 

Take the case of the successive Chancellors of the Exchequer. With 
the exception of Mr. Goschen, none of the Chancellors of the last 
generation have been men with wide financial experience. The late 
Sir Edward Holden must be made the exception ; but when Mr. Asquith 
proposed to place him at the heat of the Treasury, in 1911, he found 
such strong objection among his own Cabinet colleagues that a minis- 
` terial crisis would have been coeval with the appointment. Of Mr. 
Austen Chamberlain, it may be said, without offence, that his distin- 
guished father trained him for political rather than business life. Sincere, 
painstaking, capable, and the inheritor of the Chamberlam name, he 
yet lacks the business experience which, to my mind, should be a sine 
qua non in the incumbent of the Chancellorship. 

“ Incumbent ” is a fine word, rather coming back into fashion again. 
A cleric named Bent, the vicar of a parish not a thousand miles from 
London, used to retaliate very dramatically upon visitors who applied 
it to him when they came to see his church. 

“ Are you the incumbent ?”’ they would say. 

“ No, I am Bent without the incum ” he would answer. 


Business Men Wanted 

But to revert to the Chancellorship of the Exchequer, there are 
half-a-dozen men to-day who would make admirable Chancellors, 
capable of framing a policy which would commend itself to the whole 
busmess world, if only they were in politics and could accept the position. 
Lord Leverhulme, Lord Inchcape, Mr. Selfridge, Lord St. David’s, and 
Mr. F. C. Goodenough (the head of Barclay’s Bank) are examples of 
the kind of men I mean, though I am quite aware that some of them 
are technically disqualified for the position. But technica] disqualifica- 
tions might well be swept away in the face of such gigantic financial 
problems as we now confront. For we have actually passed the point 
which, with satiric exaggeration, Sidney Smith indicated 102 years 
ago— f 

We have taxes upon every article which entera the mouth or covers the back ; 
taxes upon warmth, light and locomotion; taxes upon everything which comes 
from abroad, or is grown at home, taxes on the sauce which pampers man’s 
appetite, and the drug which restores him to health ; on the ermine which decorates 
the Judge, and the rope which hangs the criminal; on the poor man’s salt and 
the rich man’s spice The dying Englishman, pouring his medicine, which has 
paid seven per cent., into a spoon, which has paid fifteen per cent, flings himself 
eae his chintz bed, which Han fees twenty-two per cent., and i he in the arms 
ot a physician who has paid a licence of {100 for the privilege of putting him to 
death. Huis whole property is then immediately taxed from two to ten per cent. 
His virtues are handed down to posterity on taxed marble, and he is then gathered 
to his fathers to be taxed no more. 

Nowadays even this last exemption is denied him. Not so long 
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ago it became known that a certain scientist, at family seances, was 
frequently visited by his departed father. Forthwith arrived an income 
tax “ assessment ” upon the spirit visitant ! 


A Problem of Heredity 


This last recounted incident, bizarre as it is, may remind us how 
seldom the son inherits the business capacity of the father. A few 
cases in contemporary life will doubtless be recalled as exceptions to that 
generalisation. Lord Burnham, Sir’ Frank Newnes, Sir Woodman 
Burbidge (of Harrod’s Stores) are cases in point, where the mantle of 
the father has fallen upon a son of capacity at least equal to the 
paternal; and the Viscountess Rhondda, wonderful to relate, exhibits 
the conspicuous inheritance of business talents by a daughter. My 
experience has included not a few instances where the daughter- 
in-law bas been the mainstay of an inherited business; but perhaps 
that is only an instance of the penchant of Nature for making con- 
trarieties, so as to keep the balance and the average. In such an 
instance one must suppose that since vim and character are lacking in 
` the son, Nature provides it in his wife. The Self-made Merchant of 
the famous American book has told us that while a man cannot choose 
his own mother, he can at least choose his son’s mother; but as he can 
seldom choose the son’s wife as well, it must be sheer luck that so often 
brings about the right selection. 
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Lectures on Industrial Administration 
By B. Musoro, M.A. (Sir Issac Pitman & Sons, Itd., London.) 6s. net. 
In 1919, under the directien of Dr. Myers, the head of the Psychological Laboratory 


the lectures and he has succeeded in giving us an excellent basis 
for the study of the new science of industrial management. It covers a wide 
area, from the conmderation of scientific management up to the psychological 
- organisation of the social state. In short it affords the general reader a conspectus 
` of the whole science of psychology as it ia being applied to management. There 
can be no doubt that true efficiency will have regard not merely for hands but for 
minds. Indeed we might go further, as Dr. Sorley does in his initial lecture on 
the ee ee ee that we have to cultivate graces of 
soul as well 

by himself complete one great and perfected piece of work; but, unable to be 
a whole, he can join himself to a whole; and, in so doing, not only find com- 
pensation for what he has lost, but discover a new value which was absent from 
the old achievement.” Professor Pear carries out a similar idea. It is the new 


transfer to big.scale industries Involved a vast psychological change. Nowhere 
has this been more clearly stated than in the course of these lectures. 





Correspondence 


To THE EDITOR oF “ BUSINESS ORGANISATION AND MANAGEMENT ” 


TAXATION AND CREDIT 


SwR,—-The retention of the E.P.D. at the increased rate af 60 per cent. and the 
present inadequacy of credit facilities afforded far see purposes promise 
to result in a serious slump in trade and higher pri 

I submit, however, that it is possible fo meri the citaation by linking taxation 
with credit in the following manner:— 

Upon payment of E.P.D., the Treasury should give, in exchange, a negotiable 
bond of the same amount interest at 5 per cent. and redeemable in 10 years. 
engine pele innate freee 

oS E period of “dear money ” and would be repaid during a 

paratively “cheap money.’ 

Pa cadens malta oe e necessity for legal tender inflation, a Bill should be 
passed making it compulsory to draw out such credit by cheque only. 

Sufficient working capital would then be obtainable. 

Yours, etc., 
S. Howarp Witney. 
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a 
THE SMALL PARCEL PROBLEM 
Sim,—I have been reading the July issue of BUSINESS ORGANISATION AND 
Maota and, if I may, would like to refer to article No. 9 of “ Current 
ransportation Problems. 
| On pago 414 Me. Lissenden says that “If the two lots are consigned separately 
y company will charge carriage as follows :— 





Tons cwts s. d. 
1 15. Bio saa s s é 12 6 
5 4% (Class 3 rate) ` = oi 10 0 

3 2'6 


and that if the goods were consigned together, the saving would be 12s. 3d. 

The railway company’s practice is to charge, in such a case, the 1 ton 15 cwts as 
2 tons at 233. = £2 6s. and plus 10s. for the books the total would be £2 16s., 
with a saving of 5s. Od. only. It is an instruction that where a special rate is in 
operation (with a tonnage minimnm), a less weight than the minimum should be 
charged as the minimum if the resulting charge be cheaper than the actual weight 
at the Class rate. ` 

Under the heading “ How to Secure the Application of the Lower Ra 
Mr. Lissenden suggests that it would be advisable in the case of separate consign- 
ments to endorse consignments in this manner: ‘To be charged together with 
other goods forwarded to-day.” Does Mr. Lissenden understand that at a larger 
goods station the work goes on night and day and probably the first consignments 
may have been invoiced and despatched before the second consignment arrives 
at the warehouse? At the end of the month, when the account is forwarded to the 
sender of the goods, including the two itema separately he will most likely deduct 
a few coppers and say that he consigned the goods “bulked” and refuse to pay 
the full account, which would result in endless carrespondence. 

The railway clerk bas a lot of work to get through, and whilst, 4s a member af 
the reading community, I appreciate your publications, I, as a railway servant, 
would like to suggest that any “tips” that are given to traders may not be such 
as cause useless extra work and explanations, for we who have already much to 
put up with from would-be wise traders. Check our accounts by all means and do 
not be ‘‘ done down,” but please don't get on a wrong tack. 


Yours farthfully, 
3 West Terrace, A. CUNLIFFE, 
Darlington. 
7th July, 1920. 


REPLY 

The above letter has been submitted to Mr. Geo. B. Lissenden, who replies as 
follows :— 

The 35 cwt lot to which I referred on page 414 was a consignment that bad 
passed to a South of England firm and had actually been charged for exactly as 
shown—#.6. as 35 cwta. and #ot as a 2-ton lot. I am well aware of the regulation 
that a 35 cwt. lot may be charged for “as 2 tons,” but as every experienced 
traffic man knows, this rule is frequently overlooked by the railway invoicing 
clerk—to the trader’s cost. 

As to the pomt about consigning as part lots: for the information of Mr. 
Cunliffe I would explain that I have advocated this same system of consigning 
for many years past, and a large number of firms have profited considerably by 
its use. In other wards, the method I advocated is one that has been tried over 
a period of years and found very effective. - : 

I very much dislike answering personal questions, but since the point is raised, 
I must say that I am familiar with the fen of a railway goods office—indeed, 
I recerved my early trang there and knew all about railway invoicing and general 
railway practice probably before Mr. Cunliffe’s head ached. ; x 
Gro. B. LISSENDEN. 
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NOTES OF THE MONTH 


A? a sequel to recent unfavourable decisions by the Arbitration Courts, 
the members of the forty unions which signed the 1917. agreement 
with the Engineering Employers’ Fedération have been recommended 
to terminate the agreement “‘in-view of the unsatisfactory use made of 
it.” Under this agreement general. wage demands have been dealt 
with by the Arbitration Courts sét up- by the wages (Temporary 
Regulation) Act, which expires on’ 30th PERDE, ' 
* g -k g w 

The Federation of British Industries ist. james Street, W.) has 
undertaken the direct representation for Great Britain and the Dominions 
of the Paris “ Marché du Monde.” Considerable: progress has been 
made in ‘the organisation of this “ World’s Market,” and some British 
firms have already reserved space. Contracts for the erection of the 
market have been placed, so that the scheme is approaching: realisation. 

* Zo aT ee - 

The Fuel Research ‘Board of the Department of .Scientific and 
Industrial Research have prepared ‘an interim memorandum on Fuel 
for Motor Transport; which deals chiefly ‘with the possibility of the 
substitution of power alcohol for petrol as a motor fuel. .The whole 

subject is exhaustively treated, and the memorandum deserves the 
careful attention of all motor users. Copies may be obtaincd through | 
H.M. Stationery Office, price 3d. each. _ . 
+ * - * 


A Little Stocktaking 


. The present number brings the second aay volume of BUSINESS 
ORGANISATION AND MANAGEMENT to a close, and affords a favourable 
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opportunity for a little stocktaking. The Index included in this issue 
will serve to remind our readers of the scope and variety of the contents 
of the magazine during this period. It is gratifying to be able to 
record that our efforts have been rewarded by a steady monthly influx 
of new subscribers, and that our correspondence files bear witness to 
many pleasant expressions of appred@ation from readers, testifying. 
to the value of the magazine and to the personal benefits they have 
derived from its perusal. 


LJ * * 


A Statement of Policy 

It will have been evident to most of our readers that in the selection 
of contributions, and in the discussion of questions of the day from the 
point of view of the business man, we have been actuated by an ambitious 
ideal We have sought to crystallise the mass of inchoate and nebulous 
ideas current on the subject of scientific management into something in 
the nature of a definite policy. That this policy implies a broader view 
of the true functions of management and of the interests of the manager 
than is generally held, we frankly admit. 

Successful management, jn our view, connotes something more than 
the periodical installation of up-to-date mechanical systems, together 
with an intense pre-occupation over dividends. These things have 
their proper place, but the highest type of management will only be 
achieved when it is realised that the human resources of the business 
constitute its most valuable asset, and that these are capable of develop- 
ment to a degree- hardly imagined at the present time. Business is an 
affair of brains, as well as a form of social service, and when a concern 
possesses the unqualified goodwill, not merely of its customers, but of 
the whole of its employees, and utilises their accumulated brain power 
to the full, by encouraging enterprise and initiative in every direction, 
then indeed, has management achieved its highest success, and the true 
ideal of business efficiency been attained. That this policy is not 
inconsistent with financial success, and does, in fact, effectively promote it, 
has been abundantly demonstrated. 

* * * 


The Scope of Management 
In accordance with this theory we hold that any social, industrial or 
political development which affects the well-being of the workers is the 
legitimate concern of the responsible business head, and, therefore, of 
this magazine. We venture to believe that this policy, the principles 
of which have been enunciated by many of the first business men of the 
country—such men, for example, as Lord Leverhulme, Sir Charles 
Macara, Mr. Seebohm Rowntree, Mr. W. L. Hichens, *Mr. Gordon’ 
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Selfridge, and others—is worthy of the active support of every one of 
our readers. Put at its lowest it is a policy of enlightened self-interest, 
the benefits of which fall equally upon employer and employee alike. 
At its highest it dignifies the conduct of business by associating it directly 
with the social well-being of the community, and removes the reproach 
so frequently levelled at business men by members of “ the professions,” 
that trade is a mere matter of money-grabbing. It remains to be said 
that any criticisms or suggestions from readers intended to assist us 
in the development of this policy will be most cordially welcomed, and 
will receive the most sympathetic consideration. 


* + * 


Progress of the Building Guild 

In our July Notes we suggested that more would be heard of the 
Building Guilds, and now comes the announcement of the acceptance 
by the Walthamstow Urban District Council of the tender of the Guild 
of Builders (London), Ltd., for nearly £400,000 for the building of 400 
houses in connection with Walthamstow’s housing scheme. The main 
principles of the Guild idea are explained elsewhere in this issue, and 
it may be added that a large number of skilled tradesmen are associating 
themselves with the Guild and are enthusiastic over its prospects. Guild 
industry, in which the principle of private profit is entirely eliminated, 


. is undoubtedly a great experiment, and with what success it will be able 


to compete with established forms of trading remains to be seen. 
There can be no doubt, however, that organised labour is watching 
the Guild experiment with profound interest, and that its complete 
success would be attended with very remarkable results in the organis- 
ation of industry generally. 


bd * i ™ 


Compensation to Directors 

The practice of allocating a considerable sum as compensation to 
directors for loss of office on the winding up of a public company is 
becoming increasingly common, and the principle is one which is open to 
great objection not only by the shareholders specially concerned but 
also by the general public. The directors are the servants of the share- 
holders, and obviously have no right whatever to hold office a moment 
longer than the shareholders desire, and they are not entitled to compen- 
gation. The recent case of the Burma Corporation attracted more than 
ordinary attention, because two of the directors, including the Chairman, 
Sir T. R. Wynne, refused to accept any compensation, and one, Mr. 
R. Tilden Smith vigorously opposed the resolution granting compensation. 
The practice is obviously open to abuse; in fact, the Dasly Express 
describes it as fast becoming a public scandal. 
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A Public Economy Cities 

The urgent need for the application of the Gladstonian principles 
of retrenchment and economy to national policy was notably emphasised 
by the recent issue of a powerful manifesto signed by sixteen of the most 
eminent public men of the day, protesting in the most energetic terms 
against the present ruinous scale $f Government expenditure. The 
signatories, who included not only prominent business men and bankers, 
but leading politicians of both sides, declared that the cost of living 
is becoming a nightmare to many millions of the population, and they 
are firmly of the opinion that there is no means of putting an end to the 
Government’s reckless prodigality unless the public are fully roused to 
a sense of the grave dangers which it inevitably involves. Not content 
with a mere protest, some of the signatories have formed themselves into 
a committee for the purpose of conducting a public campaign in favour 
of national economy. Every practical business man will wish the 
committee success in its efforts. 

* # * 


Getting out of a Fool’s Paradise 

An important article in-last month’s Bankers Magazine, dealing with 
“The Problem of National Expenditure,” pomted out that something 
more than mere general criticism of extravagance was needed; definite 
suggestions as to how the desired economy could be secured would be 
of greater value. Drastic reduction of expenditure is necessary, and our 
contemporary urges that the first step, if we are to get out of the present 
“fool’s paradise,” should be the abandonment of all subsidies, which 
would bring home to everybody the true inwardness of the present 
economic situation. The Bankers’ Magazine believes that with prodigal 
nations as with individuals, the time of distress and need is often the 
moment when the “ prodigal” comes to himself, and it cautions the 
Government against stretching out its hand too eagerly in the matter 
of unemployment doles. The problem is admittedly full of difficulty, 
but it will have to be faced nevertheless, and while we agree with our 
contemporary’s contention that the Chancellor’s honest attempts at 
deflation and in the direction of sound finance have not received the 
support they deserved from financial quarters, we think that such support - 
would have been more willingly conceded if he had resisted with greater 
firmness the ever-increasing demands of his spendthrift colleagues. 


* * * 


Industrial Management and its Future 
The thoughtful and highly interesting article published in the present 
_issue in which Mr. Oliver Sheldon discusses “ The Immediate Future of 
Industrial Management,” merits the very careful consideration of every 
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student of the comparatively new science of business management. 
Few will be inclined to dispute his opinion that whatever changes the 
future holds in store for us, management as a distinct and certain function 
in industry will remain. At a time when many cherished institutions 
are in the melting pot ; when Labour appears to be on the eve of obtaining 
a predominant position in the control of government, and, tpso facto, ` 
in the control of industry ; when it is seriously sought to change the very 
motives of industry, as in the establishment of the Building Guilds and 
the abolition of private profit, it is a cardinal fact to remember that in 
whatever circumstances that may arise the necessity of efficient manage- 
ment will be as imperative as it is to-day. Mr. Sheldon traces the develop- 
ment of a new method in the direction of industry—Functional Manage- 
ment—and he shows that it involves a considerable development in the 
personality of the manager. Only “ big” men in the highest sense will be 
able to cope adequately with the tremendous demands which will be made 
upon the managers of the great concerns of the future, and it is evident 
that a careful study of the science of management opens out possibilities 
of a splendid career. The role of the ‘expert, the development of the 
administrative staff, the position of the factory foreman—all matters 
of the greatest importance in the organisation of a big business—are also 
discussed by Mr. Sheldon, whose conclusion is that not only the progress 
of production but the progress of society as well is overwhelmingly in 
the hands of management. 


* * + 


The Prosperity of Egypt 

Commercial frms trading with Egypt will find a good deal of 
valuable information concerning the economic and financial con- 
dition of the country in a report by Mr. E. H. Mullock, the British 
Commercial Agent in Cairo, which has just been published as a White 
Paper. Largely owing to the war, and the subsequent phenomenal 
rise in the price of cotton, Egypt is just now enjoying exceptional pros- 
perity, and exporters might profitably turn their attention to the 
country’s special requirements. A feature of the report is the emphasis 
placed upon the growing financial enterprises of the natives. 

* * * 

A New Idea in Welfare Work 

It is one of the most hopeful signs of the times that enlightened 
- employers are taking more and more interest in the application of psy- 
chology to the solution of business problems, and excellent results may 
be expected to follow in due course. But Messrs. Holdron, Ltd., of 
Peckham, must be congratulated upon having taken what is in the nature 
of a pioneer step by giving their employees the benefit of a valuable 
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educational course in the shape of an interesting series of weekly lectures 
on “General Psychology.” The lecturer was Mr. Morley Dainow, 
B.Sc. (Hons.), director of the Pelman Laboratory of Applied Psychology, 
and each lecture was followed by interesting discussions, and by questions 
directed towards ascertaining.the best methods of applying the theoretical 
” principles enunciated by Mr. Dainow fo actual business problems. Essays 
written by the students during the lectures showed the real educational 
value of the course, which represents a welcome innovation in ordinary 
welfare work, and might profitably be adopted by other big firms. 


* * + 


A Million Income Tax Claims 


It has been officially stated that the number of Income Tax claims 
for the year to 30th: June, 1920, was one million. On a modest computa- 
tion, the experts’ fees, and the official and private time occupied in 
settling these claims may well have cost the nation and the taxpayer 
three or four million pounds. In future, these claims are more likely 
to increase than to decrease, as the taxpayer wakes up to his rights, 
or is wakened up by the methods of the advertising Income Tax agencies. 
The evil is mainly due to the impracticable combination of taxation at 
the source with a graduated rate of tax on unearned income. The 
latter innovation, if we recollect correctly, we owe to Mr. McKenna, 
prior however to his entry into City life. It used to be said that good 
administration made three blades of corn grow where one grew before. 
Before the war English administration made three Germans grow, where 
one grew before. Now it makes three Income Tax experts grow where 
one grew before. 


+ * * 


Landlords’ Property Tax 

It has now been decided by the Court that a tenant who does not 
deduct the landlords’ property tax paid by him from the next payment 
of rent may not do so afterwards. In the case decided it appeared 
that the innocent but desirable tenant had paid the property tax for 
twenty years, but had not deducted it from the rent. The point arose 
under Section 14 of the Inland Revenue Act, 1911, which was repealed 
and was re-enacted by section 211 of the Income Tax Act, 1918. It 
provided— 


1 


Any person liable to pay rent, interest, ar annuity, or to make any other annual 
payment, shall be authorised to make any deduction on account of income tax for 
any income-tax year which he has failed to make previously to the passing of the 
Act imposing the tax for that year, or to make up any deficiency in any such 
deduction which has been made on the occasion of the next payment of the rent, 
interest, or annuity, or making of the other annual payments after the passing pf 
the Act so imposing the tax, in addition to any other deductich which he may 
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be by law authorised to make, and shall also be entitled, if there is no future payment 
from which the deduction may be made, to recover the sum which might have been 
deducted as if it were a debt due from the person against whom the deduction 
could originally have been made uf the Act imposing income tax for the year had 
been in’ force. 

The tenant was probably paying tax at the highest rate, whercas 
the landlord may have been eptitled to relief—another illustration of 
the difficulties which arise from taxation at the source and obscure 


legislation. 





+ k * 


“ Arbitrary Taxation Gone Mad” 

In these cogent words Mr. Justice Rowlatt expressed his opinion of 
an attempt by the Inland Revenue to assess an American firm to excess 
profits duty on an assumed amount of profits compared with an assumed 
pre-war standard based on a percentage of capital assumed to have been 
employed in England by the American firm which sold goods in England 
through connections in London. Objection has been taken to the impo- 
sition of a tariff on imports on the ground that it would “ upset ” other 
nations. What then of this proposition, which would compel American 
and foreign houses to master the English taxation Acts and compute 
their accounts in accordance with their obscure provisions or to requisition 
an English accountant to go abroad and make up the figures for them ? 
The common-sense decision of Mr. Justice Rowlatt will, we hope, put 
a limit to the adoption of assumptions in place of facts as a basis for 
taxation, of which the fatuous and fanciful percentages fixed by the 
Board of Referees are an apt illustration. 


* * * 


What Labour Thinks of Profit-Sharing and 

Co-partnership 

The outstanding feature of the recent debate on the second reading 
of the Ministry of Mines Bill was an important disclosure by Mr. Clynes 
of the general attitude of Labour towards co-partnership and profit- 
sharing. The discussion arose on an amendment to Clause IT enabling 
the boards to formulate schemes “in suitable cases for establishing 
systems of co-partnership or profit-sharing between employers and 
employed.” Lord Robert Cecil, who is the leading protagonist of co- 
partnership, intervened early in the debate, and urged that no more 
important issue had been raised in industrial politics than this one, and 
some time, or other it would have to be faced. The present system was 
already breaking down. They had the great employers organised in 
great trusts, and the workers organised in great unions, and the under- 
lying conception of it all was that their interests were divergent and 
* antagonistit. He was sure the only solution was to raise the status of 
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` the employee from that of the wage-earner to that of the partner. Sir 


Robert Horne said that a year’s experience at the Ministry of Labour 


. bad convinced him that a great deal of education was necessary before 


the majority of working people came to believe in the principle of co- 
partnership, and he thought the adoption of the amendment might arouse 
such antipathy among the great trade unions as would tend to wreck the 
hopes the Government had of the success of the Bill. 


x « * 


Why Co-partnership Schemes are Distrusted 

Mr. Clynes, whose splendid record of administrative service during 
the war is not forgotten, and whose general sanity of outlook makes him 
one of the most respected of labour leaders, agreed that the miners would 
look with greater dismay than ever on the general proposals of the Bill, 
if they read in it that there were a list of provisions to compel them to 


be co-partners and take part in profit-sharing when they did HOt want 
to do so. He added— 


The general attitude of -Labour towards the ere of co-partnership and 
profit-sharing was that too frequently these schemes were established partly for 
the purpose of limiting the liberty of organised workers within their trade unions, 
unposing upon them disabilrty in respect of their freedoti of dealing with their 
employers, and partly to undermine trade unions. That was the generally, held 
and expressed view among working men. But in his judgment there were great 
advantages to organised workers themselves in such schemes if they were worked 
in the nght spint and in the mght way Some trade union leaders thought it 
would take the soul out of trade unionism. He did not beheve it at all He 
believed such schemes could be established and extended, and still leave absolute 
freedom to the workmen, while they enjoyed whatever financial advantage a system 
of copartnership might bring to them. 


By leave of the House the amendment was withdrawn, but the dis- 
cussion undoubtedly served a useful purpose, and leaves the general 
position of co-partnership and profit-sharing proposals very much 
clearer. It would be idle to pretend for a moment that workmen in any 
large numbers see in them any hope for’a real amelioration of their 
conditions. On the contrary, they obviously regard such schemes with 
ill-concealed suspicion, and this attitude may go fa# towards explaining 
the indifferent success which has attended the majority of co-partnership 


„proposals up to the present time. Nevertheless, we believe the principle 


of co-partnership does offer a sound basis for reconciling the apparently 
divergent interests of Capital and Labour, and that Labour’s present 
antagonism is mainly due to ignorance and to a too narrow and limited 
outlook upon the industrial situation. Those who are convinced of the 
benefits of co-partnership will feel that the present position merely 
demands increased efforts and a more powerful educational propaganda 
if the success of their ideas would be ensured. ; 
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Bris Management on he Farm 

Meanwhile, the application of co-partnership to our oldest industry, 
agriculture, which has been done on a very big scale on the famous factory 
farms belonging to the Dennis family at Kirton, South Lincolnshire, 
has been attended with triumphant success. Reference was made to 
these farms in our Notes last month, and further interesting particulars 
about them are given by Sir William Beach Thomas in the Datly Mail. 
Mr. W. Dennis (now more than 70 years old), and his many sons control 
some 17,000 acres of land, cultivated on factory lines, so that the whole 
is equal to three or four times the same area of common land elsewhere. 
Real factory methods are employed, and one part of the estate works 
in with another, while the firm are not only farmers and potato growers 
but merchants too, and there is a very prosperous London end to their 
business. The father, after working hard as a labourer, began with the - 
proverbial three acres, but minus the cow, and has carved a great fortune 
out of intensive cultivation by the application to it of up-to-date business 
methods. Last year the Dennis directors distributed £20,000 among 
their workmen, whose pay was above the standard to begin with, and 
the directors expressed disappointment with this result, and hope to do 
very much better this year. ; 

* * * 


The Dennis Scheme of Profit-Sharing 

It is worth while considering the profit-sharing scheme which, first 
launched amid much suspicion in 1919, has proved so great a success, 
and which, says Sir Wiliam Beach Thomas, “the most suspicious begin 
to recognise as a real attempt to solve a great social and economic 
question.” Its simplicity is such as to disarm criticism, and the fact that 
it is already being copied by landowners and farmers in several counties 
is not at all surprising. The main points of the scheme are these— 


Landowning capital gets Sio and 334% of net profits. 

Farming and tradıng capital gets 6% and, 334% of net profits. 

The employees get wages at current rates and 334% of the net profits. 
The year reckons from 6th April. 


What has been dqne so successfully in South Lincolnshire can be 
done elsewhere, and there can be no question that if farmers were pre- 
pared as a class to apply the principles of scientific business management 
to agriculture, and to meet their men with “the square deal” repre- 
. sented by the Dennis terms, a great all-round increase in our production 
of agricultural produce would follow. 

* * * ° 
How Ignorance Handicaps Profit-Sharing 

We are reminded of the importance .of simplicity as a characteristic 

ot any schenfe of prontananig by the disappointing experience of 
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Messrs. Walter Somers, Ltd., the well-known engineers, of Halesowen, 
near Birmingham, the success of whose excellent scheme has been 
hampered by the employees’ ignorance of elementary principles of invest- 
ment and taxation. To describe the profit-sharing scheme as a failure, 
however, as some papers have done, is neither correct nor hardly fair, 
in view of the fact that 8,500 shares have already been taken up. The 
exact position is concisely set forth in an interesting letter which we have 
received from Mr. E. Somers-Smith, secretary to the firm. He says, 
inier alsa— 

We have ronghly 450 to 500 employees, and it will be seen that the number 
of shares per head 19 comparatively small. We attribute this chiefly to income 
tax, but also to the fact that exceedingly few of the employees understand anything 
about shares in general and investments ın particular. 

For some reason many employees think that by taking up shares in the company 
they are assuming a liability for that amount ın case of the firm’s failure, ana 
although we have done our best to combat this idea, it seems to have been hardly 
successful. Since we have paid the dividend ıt would appear that few of 
the men had realised that income tax could be recovered from the Inland enue 
Authorities, and I have not yet heard of anyone who knew how to doit. Asa 
result of this we have undertaken to obtain the forms required and to assist as 
much as possible in obtaining re-payment, but in many cases, notably the holders 
of small numbers of shares, the income tax 1s hardly worth re-claiming, although 
ıt naturally forms three-tenths of the dividend. Thereason for being unable to pay 
a dividend free of income tax 1s that the shares in question are 6} per cant cumu- 
lative participating shares This year we have paid to the ordinary shareholders 
10 per cent. less income tax, consequently we are liable to pay 10 per cent. less 
tax to the participating preference shareholders 

It appears to me that ın the case of workmen’s shares some arrangement should 
be made by the Chancellor of the Exchequer to deduct only the amount due from 
the holder. In every case in this company that amount has been 3s ın the pound, 
and I presume that in all cases this would be an invariable rule. 


This useful suggestion could readily be carried out in practice, and 
would do much to avoid disappointment over similar schemes in the 
future. It is unfortunate that the very best intentions should be in 
danger of frustration, not through any defect in the scheme, but solely 
through the mere ignorance of the beneficiaries. 

* : * * 
Business Men and Politics 

Mrs. Asquith, in the interesting recollections which she is writing 
for the Sunday Times, bas remarked that the successful business man 
rarely cuts a very impressive figure on the political stage, and she 
suggests that the qualities which go to make a successful politician or an 
able chief of a Government department would appear to differ in their ` 
nature from those which are necessary to the composition of a capable 
business man. Be that as it may, there can be little doubt that Dr. Ellis 
Powell, a shrewd observer of contemporary tendencies, was right in his 
“Table Talk” last month, when he remarked that business men are 
taking more and more interest in legislative proposals, and that “ we 
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are evolving rapidly towards the ideal of business government, as die 
from political government.” Most business men will agree with the 
reflection that it would be difficult for any class of men to make a bigger 
mess of government than the politicians have done. At any rate, business 
man have gone far towards a practical application of the League of 
Nations’ ideal while the politicians, who control government policies in 
this matter, have almost given up hope of any effective action by the 
League, and have relapsed into passive acceptance of pre-war standards 
of international diplomacy. 


* 


* + 

Getting on with the Work of the League of Nations 

We are inspired to these reflections by a perusal of the important 
article on “The International Idea in Industry,” which Sir Charles 
Macara, Bart., recently contributed to the Revue Economique Interna- 
tonals, and which has now been reprinted for circulation in pamphlet 
form. Sir Charles observes “that if the spirit which had been shown 
in affairs of industry before the fatal collapse of international negotiations 
in July, 1914, had been operative in diplomacy, the great war which has 
torn Europe’s prosperity to shreds might have been averted.” He 
further points out that two great industries, cotton and agriculture, 
which are inseparably bound up together, have provided very significant 
models for an international league. The International Cotton Federation 
and the International Institute of Agriculture have made it clear that 
men of different nations will readily work together for the common good, 
and that, in doing so, all jealousies and rancours between countries are 
forgotten. All. that is necessary to make an effective League of Nations 
is to foster in the world of diplomacy and policy the spirit which has 
animated these two great organisations. Such congresses as that of the 
International Federation of Master Cotton Spinners’ and Manufacturers’ 
Associations, held at Zurich in June last, are important evidence of the 
power of the spirit of economic internationalism, and Sir Charles would 
like to see every international industry have its organisation for linking 
together its members all over the world, together with an international 
standard of wages, which would prevent any one country from having 
an unfair advantage in trade, and would permit of co-operation among 
the industrial nations to supply the needs of the world. 


* 


A Muddle-headed Distributive System 


There seems plenty of scope for the application of sound principles of 
business organisation and management to the fruit and vegetable trade, 
, judging by the criticisms passed by the Food Controller, Mr. McCurdy. 
* Discussing the present high cost of fruit and vegetables, he pointed out 
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in an interview the other day, that the real trouble was not early frosts 
or blight, but the complexity and wastefulness of the present distributive 
system. He added: “Every one of the ten million packages of fruit 
imported early into London is taken once or twice across the heart of 
London at an appreciable, and in the majority of cases, an unnecessary 
expense. I am not surprised at the story heard the other day of a house- 
wife who was paying sevenpence a bunch for radishes sold by the grower 
at three farthmgs within twenty miles of her kitchen.” He urged that the 
simpler the methods of distribution of fruit and vegetables from the 
grower to the housewife the better for everybody concerned, and roundly 
condemned the many hangers-on — speculative middlemen—who never 
touch a barrel of apples in their lives, yet succeed in living at the joint 
expense of the grower, the wholesaler, the retailer, and the consumer. 
Most business men will agree with Mr. McCurdy in saying that the 
cheapening of the cost of distribution must be carried out by the traders 
themselves, not by the Government, but that this particular distribution 
“scandal should be promptly rectified is imperative. Public exposure of 
such gross mismanagement in the organisation of a food trade does 
the cause of private enterprise a deal of harm, and lends unnecessary 
point to the criticisms of the Socialists. 


+ * * 


- Trade Barometer Falling: Gloomy Outlook 
There is little in the present industrial situation to encourage the 


spirit of optimism, and shrewd observers regard it with ill-concealed, 


anxiety. Unemployment which touched its lowest level in April, rose 
steadily through May and June, and recent stoppages in certain big 
industrial centres must have considerably accelerated this disquieting 
tendency, which is the more disturbing inasmuch as it marks a new 
movement in trade statistics, unemployment having been uniformly 
low during the summer months for the last ten years. Various reasons 
are given for the slump in trade, though most business men agree that 
the Government’s financial policy is largely to blame. Sir William 
Beveridge, Director of the London School of Economics, believes that 
we are entering upon a period of bad trade and severe unemployment. 
He points out that for a hundred years there have been trade fluctuations, 
and they must continue. The present period of decreasing trade, he says, 
is chiefly due to the inflation of credit, which caused prices to go up. 
Heavy taxation and the installation of mew machinery are secondary 
causes. An unsatisfactory feature of the position, it might be added, is 
that while a stop seems to have been put to the inflation of credit for the 
time being, the steady rise in the price of necessaries continues, a fact 


which will create a very critical economic situation if unemployment , : 


becomes at all general. 
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A valuable analysis by a well-known expert of the important proposals made in the 
recent Report of the Departmental Committee on Workmen's Compensation. 





Workmen's Compensation 


By J. J. Brscoop p 


Departmental Committee’s Important Proposals Analysed 


T Report of the Departmental Committee on Workmen’s Com- 
pensation, which was appointed by the Home Secretary in May, 
1919, has now been published by the Stationery Office. Were it not for 
the habit of accepting without much discussion measures affecting 
business interests formulated by the Government of the day, there is 
no doubt that a Report of such importance to industry as this is, would 
have been eagerly discussed and criticised in the daily newspapers. It 
must form the basis of important legislation which cannot be postponed 
for very long. If accepted as it stands it will increase the cost of 
compensation to workmen for injuries at least 100 per cent., even after 
making allowance for all such economies in administration as it suggests. 
It goes so far as to advise that every employer who pays wages less in all 
than £20,000 a year should be compelled to insure. In short it makes 
a new and lengthy step ahead in favour of the worker. In the present 
state of public opinion few will be found to object to that. 


Historical 

In the year 1880 Parliament with much doubt and hesitation passed 
the first Employers Liability Act. It was a step in the dark. No one 
could tell what was the cost of the liability thrown on to the back of the 
employer, but it was perceived at once that the Act offered a fair basis 
for a means of insuring against the liability it created. There was the 
precedent of the Accident Insurance Companies—the Ocean, the Railway 
Passengers and many others—which had succeeded in evolving a suitable 
scale of compensation if an insured person were either killed or injured. 
Such companies as these took upon themselves the public duty of offering 
to employers, on reasonable terms fixed according to the nature of the 
employment and founded on a percentage of the annual wage bill, 
protection against claims made under the Act by their employees. They 
also offered to add an undertaking to insure the liability both at Common 
Law and under Lord Campbell’s Act which had existed long before the 
new Act was passed. 

The action at Common Law is only maintainable when it can be shown 
that the personal injury complained of arose from the’employer’s personal 
negligence or because he knowingly employed an incompetent servant. 
If, however, a workman is killed outright his dependants have no remedy 
at Common Law. Lord Campbell’s Act created an exception to this 
rule. It provided that whenever the death of a person is due to the 
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wrongful act, neglect or default of another which would, if death had 
not resulted, have entitled the deceased to maintain an action in respect 
of the injury, then an action will lie. But such an action could only be 
maintained for the benefit of a wife, husband, parent or child of the 
deceased, and only subject to the conditions which would have made a 
Common Law action maintainable by the deceased had he lived. 

There are many defences available to the action, either at Common 
Law or under Lord Campbell’s Act, when maintamed by a workman, 
or by his dependants if he be killed, against his employer. The accident 
must have arisen from the personal neglect of the employer, or because 
he knowingly employed an incompetent servant. Either of these 
allegations is difficult to prove. But even if this be proved the workman 
may be deprived of his rights at Common Law if, appreciating the risk he 
is running, he agrees expressly or by implication to take that risk. There 
is the further defence of contributory negligence, or want of care on the 
workman’s own part. Finally, and most serious, there is the old doctrine 
of “ common employment ” which excludes liability where the injury is 
caused to the workman by reason of the negligence of a fellow workman in 
the employment of the same master for the purpose of the same business. 
It makes no difference that the injured workman was bound to obey the 
orders of the fellow workman whose negligence caused the injury. In 
short the Law had practically cut off redress from a workman injured 
in the course of his employment. That perhaps did not matter much 
before the advent of steam and other sources of power in days when 
accidents were few and far between. But the development of the Indus- 
trial system and the innumerable accidents caused by ranning machinery 
and carelessness generally brought about a state of affairs of which the 
legislation of 1880 was the result. 


The Various Acts 

The Employers Liability Act of 1880 limited the liability of the 
master to accidents causing injury or death brought about by defects 
in works, plant or machinery due to the master’s negligence, or negli- 
gently left umremedied by him, nd for accidents caused by the 
negligence of fellow servants of the injured man entrusted by the 
employer with the duty of superintendence. The old defence of the 
workman knowingly accepting the risk and of contributory negligence 
remained to the master. But the utility of the Act was quickly destroyed 
by the decision. in Griffiths v. Earl of Dudley, that it was legal for a 
workman to contract out of the Act without other consideration than 
that of consequently obtaining employment. 

Naturally this decision became the subject of ceaseless Trades Union 
agitation, but it was not till 1893 that an attempt was made io reverse 
it.. In that year Mr. Asquith, as Home Secretary, brought in a Bill to 
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abolish the doctrine of common employment, to prohibit contracting 
out, and to simplify procedure. The House of Lords decided to pre- 
serve contracting out with certain safeguards whereupon the Government 
dropped the Bill But Mr. Chamberlam had previously mayed as 
an amendment : 

“That no amepdment of the law relating to Employers’ Liability 
will be final or satisfactory which does not provide compensation to 
workmen for all injuries sustained in the course of their employment and 
not caused by their own acts of negligence.” 

The Act of 1897 was framed on the lines of this amendment. It 
imposed a liability upon the employer to pay compensation to an injured 
workman or to his dependants, if killed, quite independently of whether 
or not there had been negligence on the master’s part, provided that the 
employment was on or in or about a railway factory, mine, quarry, or 
engineering work, or on a building exceeding 30 feet in height. Compen- 
sation was fixed at a lump sum of {300 where the man was killed leaving 
- dependants, or if incapacitated then half his wages, up to a maximum of 
£1 a week during mcapacity. Contracting out was allowed providing 
that, in the opinion of the Registrar of Friendly Societies, a scheme 
were substituted on the whole not less favourable to the workman than 
the provisions of the Act. Disputes were to be settled by arbitration. 
In practice the County Court Judge has become the arbitrator. It is 
a pity that the suggestion of the Act leaving arbitrations to committees 
of masters and men was never accepted by either. We might have had 
Whitley Councils as a natural growth 20 years sooner. 

A new Act in 1900 extended liability to farmers, who had for 
twenty years successfully resisted the new principle. 

In 1903 a Departmental Committee reviewed the experience of the 
working of these Acts with the result that in 1906 the Act under which 
we now are working was passed. This Act extended the principle to all 
employments not specifically excluded and brought in certain indus- 
trial diseases. Benefits were left unaltered excepting that lump sum 
compensations payable in the case of fatal accidents were to be 
administered in future by the Court. The list of dependants was exten- 
ded very widely and for the first time the dependency of illegitimate 
children was recognised. Minor provisions enabled the County Court 
Judge to send for a Medical Referee, and enabled the Secretary of 
State to confer on certain statutory committees of Employers and 
Employed powers otherwise expressly reserved for the County Court 
Judge. 


The Growth of the Power of Labour 
The reader will observe that these successive concessions to 
ldbour, the eartier ones fought with great determination by the employing 
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interests, the later ones accepted as a matter of course, mark successive 
stages in the contest between Labour and Capital, and the growth of the 
power of Labour. But if the resistance of the employers tended to 
diminish it was because they had been relieved of all anxiety as to the 
burden by the rapid growth of the Insurance Companies which, facing 
the risk in 1880, had extended their cpver pari. passt with the widening 
of compensation until, in 1919, sixty-five joint stock companies insured 
employers with a wage roll of £600,000,000 a year at a premium of 
£5,000,000, an average of 16s. 8d. per £100, and fifty Mutual Indemnity 
Associations insured their own members at a cost of £2,000,000 a year. 
A further £1,000,000 a year is the estimated cost to those companies, 
such as the great railways, the magnitude of whose wage bill relieves 
them from the necessity of insuring at all. 

The example of Workmen’s Compensation legislature set ‘in 1880 by 
the United Kingdom and unknown in the United States until 1906 has 
now been followed throughout the world. In 1919 even Portugal passed 
a comprekensive law on the subject. The truth is, of course, that in 
1880 the experiment, involving an unknown cost, terrified employers. 
In 1920 the cost is known and, by utilising the principle of Insurance, 
it has not been found so very terrible after all. That is why the Com- 
mittee whose Report we are considering has now ventured to recommend 
a further step forward, this time mainly in the amount of Compensation 
to be awarded. But it frankly admits that it is dependent on Insurance 
to justify its recommendations, and examines at some’ length whether 
an improvement is possible on the present system. 


Insurance 

The struggle between the school of thought which would mtroduce 
the State as our sole provider, and that more intelligent and experienced 
school which recognises that all our advancement is due to private 
enterprise developed very fiercely before the Committee. It is satisfac- 
tory.to know that in its opinion employers prefer private Insurance 
companies and that they agree that the administration of Workmen’s 
Compensation by the State must necessarily tend to become rigid in 
character and slow in mechanism, and that without competition it may 
easily become inefficient and expensive. It is‘almost amusing, were it . 
not so sad, to be told that the workmen’s representatives, while strongly 
in favour of a State Scheme, were emphatic m their opposition to any 
proposal that they should be called upon to contribute to any State 
Fund, even for the purpose of providing additional benefits. This is 
sad, because it proves once more that in these days, when workmen are 
taking such enormous interest in economic questions, no serious effort is 
being. made to put before them the unanswerable case for private enter- 
prise tempered by competition. Absence of propaganda i$ the rock on 
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which the ship of Capital may eventually sink. The pilot seems to be 
asleep in the deck-house and the captain enjoying himself in the superb 
saloons provided for the first-class passengers. 

The argument against a State Scheme, which is put forwartl by the 
Committee itself, is that the administration of a Workmen’s Compen- 
sation Act necessarily involves many questions of law and fact and it 
is not desirable for the State to enter a sphere of administration involving 
disputes with workmen which frequently become the subject of litigation. 
The Committee, composed of representatives of masters and men, of 
civil servants, and lawyers, are unaminous on this head. For “ Work- 
men’s Compensation 93 read ce Mines,” or ae Railways,” or (23 Shipping,” 
or “Telephones,” and it may be assumed that in the vast mass of 
Minutes of Evidence taken by the Committee there are to be found 
unanswerable arguments against Nationalisation which might well be 
extracted and published. 





The Main Recommendation 


The Committee, which admits that Employers and Employed are 
satisfied with the method of the Insurance Companies, recommends 
that the power of the Board of Trade which at present is embodied in 
the Assurance Companies Act, 1909, should be extended so that the 
administration, as well as the financial standing, of the Companies 
should be supervised and criticised. It is difficult to say how the proposal 
will work in practice. There is no breath of complamt agamst the Com- 
panies to justify the proposed change. Possibly it may be held to follow 
on the recommendation to make insurance compulsory by law. 

There are doubtless hardships which arise in a very limited number of 
cases where the employer refuses to insure and if the employee is injured 
proves to be too poor to pay compensation. Few as such cases are they 
form the ground of the important recommendation that msurance should 
be made compulsory on all employers save the Crown, a local or public 
authority, a statutory company, or a householder in respect of servants 
not employed by him for the purpose of his trade or business. Never- 
theless if any employer is able to show that his annual wage roll 
. averages £20,000 over a period of three years, then, under certain circum- 
stances, an officer to be specially appointed to admmister the new Act 
with the title of Commissioner may certify the firm to exemption from 
insurance. 

-To enforce this provision there is to be (1) a substantial penalty 
for default and (2) a suggestion that Inspectors-of the Ministry of Health 
or any other Department of State, who may conveniently in the exercise 
of their present duties assist in the detection of defaulters, should be 
charged with the Inspection under the new Act also. 
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The Committee discussed with the Insurance Companies the possi- 
bility of so fixing premiums that a given proportion, in this case the 
recommendation is 70 per cent. of the whole, should be applied solely for 
purposes of compensating injured men. An agreement has been drafted 
between the Committee and the Accident Offices Association which also 
has the approval of non-tariff officess not members of the Association 
and appears as Appendix A of the Report. Clearly, in a matter which 
varies from year to year so much as a loss ratio, it is not easy to arrive 
at an agreement of this nature, or to abbreviate it in an attempted 
explanation. But in effect it comes to this. 

As soon as possible after the passing of the new Act rates of Insurance 
based on the new benefits proposed and the experience of the working 
of the old Act will be fixed subject to the approval of the proposed Com- 
missioner. The aim will be to produce a rate for each trade, sufficient 
to allow 30 per cent. for working expenses and 70 per cent. for losses. 
These rates are to be reviewed triennially and surplus or deficiency taken 
into account when fixing rates for the following three-year period. This 
is to be done by an Advisory Committee half of whose members will 
represent the Accident Offices Association. If there has been a surplus 
to the companies on the first three years’ working then rates will be 
reduced in equal measure for the next three years; if a deficiency they 
will be increased. It sounds difficult, but with the great experience of 
the Companies and their wonderful statistical methods it will not be so 
difficult in practice. 

Provision is made for other minor adjustments, such as the failure 
to restrict costs to the 30 per cent. maximum, which might easily happen 
under circumstances not at present foreseen. An important clause 
provides that arrangements will be made so as to provide that no person 
requiring to insure shall be unable to obtain insurance. A clause likely 
to cause some controversy is that which restricts commission to a sum as 
nearly as possible 5 per cent. of the premiums. There is little doubt 
that brokers will say that such a sum is not sufficient to enable them to 
meet expenses. On the other hand, they must remember that the 
principle of compulsion should simplify their work, and the somewhat 
larger premiums required for the greatly augmented benefits will make a 
great difference in their receipts. An interesting provision will bring 
gradually into effect a reduction of rate where approved safety devices 
or provisians reduce the number of injuries. 

The recommended extensions of the present Act include persons 
employed otherwise than in manual labour whose remuneration is {350 a 
year or under (at present the limit is £250). 

The recommendations bring into benefit persons casually employed 
for the purpose of any game or recreation (¢.g., golf caddies) certain 
bailees (¢.g., taxicab drivers in London), and certain ‘co-adventurers 
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(¢.g., share fishermen in trawlers), all persons employed or travelling in 
the course of their employment on a British ship (¢g., bandsmen or 
barbers on a liner), and makes certain reservations as to the compensation 
payable to seamen. Few of these classes had previously been cqnsidered 
in connection with Workmen’s Compensation. 


Benefits Ñ 

The proposals under this head represent roughly a three-fold increase 
of the scale of 1906. A separate report signed by Sir Walter Kinnear, 
Sir Alfred Watson and Mr. W. J. Trickett of the Treasury points out with 
great force the inducement to malinger which such heavy rates of com- 
pensation as two-thirds of the wages paid weekly (subject to a maximum 
of £3) will be for an incapacitated man. The present rate fixed on 
Ist January, 1920 is {1 15s. a week, and we are told by the dissentients, 
who are in a position to know, that the experience of the Friendly 
Societies proves that the rate of benefit receivable in sickness has a great 
effect in the duration of the claim, and, if this be so in cases where the 
maximum benefit rarely exceeds £1 a week, much more must ıt be se 
where the high rate of compensation of £3 a week is provided, especially 
as this amount will be supplemented in a considerable proportion of 
cases by benefits obtained through Friendly Societies and Trades Unions. 
There can be little doubt that Parliament in fixing the amount will give 
great attention to the views of Sir Alfred Watson and his colleagues, 
which are based on long experience of workmen and their ailments. 
The maximum benefit in the event of a fatal accident is placed at £800, 
£250 for the widow, £500 to a Central Fund if there are children, and a 
total sum of £50 to all other dependants. If there be neither wife nor 
child then £250 becomes payable to those totally dependant on the 
deceased worker. 

Partial incapacity, which is more difficult to appraise than total 
incapacity, is to be met by an allowance of two-thirds of the difference 
between the average weekly earnings before the accident and the average 
amount the workman is earning, or able to earn, in some suitable employ- 
ment after the accident, with a right to an increase if the scale of wages 
in his old employment increases by upwards of 20 per cent. 

All weekly payments may be reviewed periodically but the onus of 
proving the injured workman’s capacity for work is placed on the 
employer. Lump sum settlements subject to the approval of the County 
Court Registrar would still be made, but the Registrar is given wider 
powers of enquiry before approving, and the duty would be placed on 
him of advising injured workmen what their rights are, of acting as 
mediator if requested by both parties, and of referring a dispute as to 
the workman’s condition to the medical referee, if -both parties agree, 
so as to avori litigation. ` 


. 
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Contracting out would be permitted as in the Act of 1906 provided 
that the substituted scheme is not less favourable than the scheme of 
the new Act and in any such scheme the employer must guarantee 
benefits,not only during the continuance of the scheme but after its 
enquiry. 

(J 
Accident Prevention 

The Committee touch on this most important matter in two ways. 
In the draft agreement with the Insurance Offices provision has been made 
as already explained for reducing insurance rates where safety appliances 
are introduced. But they go further and suggest that the proposed 
“ Commissioners ” whose department is to adminster the Act, may 
systematise these discounts by a scheme of schedule rating. In an inter- ' 
esting section of the report reference is made to “ Safety First ” develop- 
ments in America, but there is very little out there which resembles the 
safety precautions enforced under our Factory and Mines Acts. Under 
present conditions where in a large works a sum of, say, £10,000 a year is 
paid in wages, and accidents are few as a result of good management the 
Insurance Companies reduce the rate of premium. The Committee 
wish to link up the premium rate to cover accidents with new precautions 
for preventing them. Hitherto, save in such cases as the above, there 
has been but little connection, practically none, in the case of small 
employers. It has been felt that accident prevention is the duty of the 
Home Office Inspectors and assumed, in quoting rates, that all reason- 
able precautions have been taken. The Committee do not go so far as 
to recommend the adoption of a scheme of safety standards suggested 
by Mr. Bellhouse of the Home Office, but the Accident Insurance Com- 
panies, as set out in the dfaft agreement, are only too willing to 
co-operate in this direction. 

We must now wait until we see the actual text of the proposed Bill, 
which must in any event bring about many changes in the present Indus- 
trial system. We must hope that whatever steps we take will be copied 
in those other countries with which we are in trade competition, but 
whether that follows or not, there is a general desire on all sides here to 
do more for the injured workman and his dependants and we can only 
hope that whatever may be done will not unduly hamper the growth of 
our trade. 








In this lucid article Mr. Spalding brings home to ths business man the vital connection 
between the depreciation of money and the ever-rising cost of living. | 





The Depreciation of Money and the 
Cost of Living . 


By W. F. Searoma, Omer. A.I.B., 
Author of ‘Foreign Exchange and Foreign Bills,” “Basten Hechange Currency 
and Finance,” “A Primer of Foreign Kackange,” elo., etc. 

A FALL in the value of money and a rise in the cost of living are 

to the economist one and the same thing į; but to the man in the 
street the connection between money and rising prices is something 
difficult of comprehension, consequently in this article we shall try to 
point out some of the salient factors in the present problem in the hope 
that the reader may hereafter be able to understand better the differences 
between the causes of the depreciation in money and the effects. 

Our object first of all will be to show that the enormous increase in 
the amount of money in circulation is one of the principal causes of its 
depreciation. But, let us be sure we know exactly what is meant when 
we speak of money, since if we tell Tom, Dick or Harry that the increase 
in the quantity of money has caused prices to rise, his mind will envisage 
a plethora of gold sovereigns and half-sovereigns, and he will at once 

,remind us'that these gold coins have long since ceased to circulate. 
They have disappeared; they have been supplanted and replaced by - 
other forms of money, much less costly and infmitely more economical. 
The money of common speech and conversation, then, we may say con- 
sists not wholly or principally of coin but of Currency Notes issued by 
the British Government and of bank notes, cheques and bills of exchange 
of all kinds. In fact we might go so far as to say that our money in- 
cludes all that heterogeneous mass of orders and promises to pay by 
which in practice we settle our dealings with one another. 


Money the Standard of Value 

We are not overlooking the fact, however, that money as most of 
us regard it, means the standard of value: that is to say, we take it to 
signify the coins or pieces of metal which we have agreed to adopt as 
our measure or unit of value—in short, golden sovereigns. It is to the 
sovereign, or pound sterling as most of us call it, that we refer in deter- 
mining the value of all other commodities. It is the number of gold 
sovereigns (or subdivisions of the sovereign) for which things will exchange 
that constitutes their price, that settles the terms of every contract, 
and that enables us to compare the value of one thing with another. 


Currency Depreciation and the Price of Gold 
Under our coinage laws anyone can take gold to the Royal Mint on 
Tower Hill and have it turned into sovereigns. Therefore, the value 
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of the sovereign, the quantity of commodities that it will buy, is obviously 
the market value of the gold which is contained in the sovereign. *“ But, 
that being so,” the reader may ask, “‘ how does it arise that gold bullion 
is at the present time quoted at something like 114s. per fine ounce, 
while all that the Mint will pay for it in sovereigns is £3 17s. 10}d.?” 
The reason is this: the price of gold bullion can never exceed its mint 
price unless the currency in which it is paid is depreciated below the 
value of gold That was the test applied by the famous cconomist, 
Ricardo, when confirming the Report of the Bullion Committee in 1810, 
and on examining the said report, we find it stated that “an ounce of 
standard gold bullion will not fetch more in our market than £3 17s. 104d. 
(the Mint price), unless £3 17s. 104d. in our actual currency 1s equivalent 
to less than an ounce of gold.” 

That, precisely, is the position to-day: our actual currency is not 
gold, but something worth much less than gold, to wit, the pound sterling, 
paper, and for all practical purposes we may say that the paper pound 
sterling has become divorced from the pound sterling gold. We are 
left with a depreciated medium of exchange in the shape of a mass of 
paper notes, the issue of which has been increased and increased until 
the amount of commodities purchaseable with the notes is becoming a 
more and more diminishing quantity. 


` Cause of the Rise in Prices 

In other words, according to the Ministry of Labour’s statistics, 
commodity prices have risen to more than 14 times the level of 1914; 
to be exact, at the end of June, 1920, they were 158 per cent. higher 
than in June, 1914. 

The principal reason for this state of affairs, though there are other 
contributory causes, is the unchecked expansion of the currency by the 
issue of Currency Notes for £1 and 10s. These were first issued in 
August, 1914. They comprise, on the one hand, Currency Note Certifi- 
cates issued only to the banks and giving the right to the holder to draw 
the ordinary notes from the Treasury as and when required, and, on the 
other hand, the familiar “ Bradburys ” circulating among all and sundry. 
The currency notes (not the certificates) are legal tender to any amount 
in the United Kingdom. At the beginning of September, 1914, the total 
amount of currency notes and certificates in circulation amounted to 
£25,156,000. The total amount outstanding on 4th August, 1920, was 
£360,077,000. The amount of gold held against the notes is £28,500,000, 
and it has remained at that figure since 1915. It is true that the issue 
is protected by Government securities to the extent of {336,480,633. 

But as Professor Cannan states, these securities mean nothing except 
that the notes are regarded as a debt by the State, and their total ig 
included in statements of the voral National Debt, though, be it noted, 
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not under their own name, but as War Bonds, etc., issued to the currency 
note account. Moreover, the bonds are evidence of indebtedness, and 
it must be patent to everyone that a note issue based on debt has not 
a very satisfactory backing. The Goyernment also holds an amount of 
£18,600,000 in Bank of England notes against the Currency Note Issue, 
but this does not materially affect the situation, since the ratio of Bank 
of England notes to the issue oñ 5th August, 1920, was 13-1 per cent. 


Government Action Responsible for Depreciation of 

Money 

The point we wish to emphasise is that by unduly expanding the 
currency, the Government has depreciated its value, for the value of 
money varies inversely with its quantity—increase the volume of the 
circulating media of exchange and you lower its value, contract the 
volume and you cause its value to appreciate. This alteration in the 
value of money, #.¢., the amount of commodities each unit will purchase, 
is the same thing as an alteration in the level of prices, “ except, of course, 
that it is upside-down, a fall in the value of money being a rise in the 
general level of prices, and a rise in its value being a fall in that level. 
As prices are expressed in quantities of the unit of account, this is a 
matter which could not possibly be otherwise. The price of things is 
the money got for them; the value of money is the thing got for it.” 1 


Some Simple Illustrations 

In these circumstances, then, if we have a certain amount of money 
doing money’s work and that quantity be increased beyond the legiti- 
mate needs of the community, then the value of the money, the number 
or athount ‘of the commodities it will purchase, will fall, which is equiva- 
lent to saying that prices will rise. On the other hand, if the number 
of pieces of money be decreased, the value of the amount remaining in 
circulation will be increased—it will buy more commodities, or in other 
words, prices will fall To illustrate this, we may take an hypothetical 
example. Let 100 pence be the purchasing price of, say, ten loaves of 
bread, that is, each loaf is worth ten pence. Now imagine that the number 
of pence in the country is suddenly increased from 100 to 150, then the 
baker will assuredly want for his loaves fifteen pence each ; since there 
are more coins in circulation he requires a greater number for each loaf 
of bread. The value of money has therefore fallen and the price of 
bread has risen. But suppose the number of coins in circulation had 
been reduced by 50 to 100 pence, then we should expect to see the bakers 
selling their loaves for less, 4.¢., five pence per loaf—commodity prices 
would have fallen and the value of money would have risen. 

1 Money, by*Prof. E. Cannan, p. 3. 
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We have, however, assumed that’ the money has only changed hands 
once, also that the number of loaves had not altered ; but very probably 
there have been variations in each case. For instance, if the person 
selling the bread had passed the whole amount of money on to the grocer 
for tea, ‘and the latter had in turn expended the 100 pence with the 
butcher, while the butcher, instead of keeping the pence in his till, had 
expended that sum with the wine merchant, then instead of the money 
passing current once it has circulated three times, and the effect on 
commodity prices will have been three times as great. It follows, then, 
that the value of money varies not only inversely with its quantity, but 
also inversely with its velocity or rapidity of circulation, that is, the 
number of times each piece of money is used. It will be understood, 
therefore, that if a pound note exchange twice, its effect on commodity 


prices will be the same as if the number of notes in circulation had been 
doubled. 


If Commodities were Doubled 


- Having assumed that the value of the goods sold was equal to the 
total amount of money exchanged, we ought also to consider what 
might happen if the quantity of commodities be doubled, and the quan- 
tity of money and rapidity of its circulation remain unchanged. In such 
a case, the commodities being doubled, their price will be halved. Of 
course, these things may not work out so simple in practice. Where 


_ we are dealing with a number of commodities some may rise to more 


and some to less than double their former price ; similarly, m the case 
of falling priccs some may fall by more than half, others by less than 
half their former value; yet in both cases even though the movements 
in price be uneven, the average will work out correctly and the final 
conclusion be the same as if the rise or fall had been exact. f 

There remains the case where both the quantity of commodities and 
the quantity of moncy has been doubled; where we get simultaneous 
changes of that kind there is no effect on prices; neither would there 
be any influence on priccs where exactly similar alterations took place 
in all three of the factors we have mentioned—in the quantity of money, 
in the velocity of its circulation, and in the quantity of commodities 
exchanged. 

Needless to say such has not been the experience in this country, 
since the amount of commodities produced has been certainly much less, 
while the quantity of money put into circulation has been much more 
than in normal times. Consequently, we are face to face with the fact 
that to the continuous rise in prices, and to the fall in the exchange 
value of our currency in gold-standard countries, the depreciation of 
our currency has been a contributory cause of great weight. There are, 
no doubt, many factors other than those we have enumerated, but thee 
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redundancy of our depreciated money is a potent hindrance to that 
reduction in the cost of living which is necessary if industrial peace and 
stability are to prevail once again in this fair land of ours. 


Some Suggested Remedies 

There is little use, however, dilating on an evil without endeavouring 
to point out a remedy. We are of opinion that the first thing the 
Government should do to end the present wholly unsatisfactory state of 
affairs is to abstain from any further watering or depreciating of the 
currency by the addition to the issue of Currency Notes. Instead of 
expanding the currency they should proceed at once with the gradual 
contraction of the issue of notes, and by so doing facilitate a return to 
the par of exchange with other gold-standard countries. As we have 
shown, a diminution in the quantity of money raises its value, and 
paper currency is no exception to this economic rule. Once a start has 
been made with the re-establishment of the gold parity of the pound 
sterling, then the way would be paved for a removal of the prohibition 
against the export of gold coin, and the amount of the Currency Note 
issue could be left to the automatic regulation supplied by the con- 
vertibility of the Note under Section 3 of the Currency and Bank Notes 
Act, 1914, which ordains that the holder of a currency note is entitled 
to obtain its value in gold on demand at the Bank of England. 


A Vitally Important Necessity 


At the present time the paper pound has been effectively divorced 
from the pound sterling gold, and if we’ are to right our position, and 
- to check the ever-rising cost of living it is vitally important that we 
should make a definite attempt to restore the pre-war equivalence be- 
tween {1 and 123-274 grains of standard gold. The reason we urge this 
restoration is that it would make for a moderate and early reduction of 
prices, and it would tend towards a rehabilitation of the exchanges 
between this country and the United States and other countries which 
have been fortunate enough to maintain an effective gold standard. 
Naturally, there are not wanting those who argue that the rise in the 
value of money, or to put it the other way round, the fall in commodity 
prices which would follow a contraction in our currency, would seriously 
check or restrict the development of trade and commerce. But such 
critics entirely lose sight of the fact that an increase in production and 
a development in trade and commerce must assuredly follow monetary 
reform, and certainly a stabilisation of the currency will have for effect 
« return to industrial peace and the stimulation of trade and industry. 
For the rest, it remains to be added, that Great Britain has not 
abandoned the gold standard, although by her unlimited recourse to 
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the printing press she has made it appear to the world at large that she 
might slip away fromit, with or without design. In the circumstances, 
other nations have become alarmed and the consequences to trade and 
industry are rapidly becoming disastrous. What the effect on commodity 
prices has been, we need not repeat. The result of the wholesale watering 
of the currency in other countries is obvious to all; the disappearance 
of the standard coin as a medium of exchange and the putting into 
- circulation of something in which nobody has confidence, has, in too many 
cases, been the forerunner of crises and panics, and these have brought 
even greater disasters in their train. Such happenings are capable of 
repeating themselves; that is why we urge upon the country the necessity 
of a definite policy, which has for its object the reform of the currency 
and the restoration of that monetary standard which has made the bill 
of exchange on London the pre-eminent international currency of the 
world—a pre-eminence which it is in grave danger of losing unless we 
take immediate heed of the disesteem into which the Bntish pound 
. sterling is falling in practically all overseas countries. 





“The Worker’s Chair” . 


OX of the special difficulties of the sedentary worker is to find a comfortable 
chair which will support the weight of the body without impeding the use of the 
arms Clerks and typists are particularly liable to contract chest complaints 
and develop round unsightly shoulders solely because this little detail has not been 
carefully studied by those who are responmble for the equipment of the office. 
By the invention of the Tan-Sad Worker’s Chair sedentary work can now be 
ormed in perfect comfort and with a maximum of efficiency. The arms are 
ee, the back is comfortably supported, and the invention ıs an undoubted boon 
to the clerical worker. Full particulars of the chair can be obtained of the inventors 
at the Tan-Sad Works, 9 Freeman Street, Birmingham. 


@ 
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Study this article and learn how to save money. One business firm made a profit on 
discounts during 1919 of £850 more than was shown for 1918. Why can’t you? 





Making Discounts Pay Part of Office 
Expenses 


By Ernest Ricayr 


i going through a firm’s accounts at Stock-taking period at the begin- 
ning of 1918, I found that out of 850 manufacturers with whom the 
firm were doing business, practically the whole were being paid monthly 
less 24% discount. 

Some manufacturers who had written for early payment (probably 
hard up for money) had been paid less 34 per cent. discount ; in some 
instances 5 per cent. had been offered for payment by return. Yet no 
effort had been made to get other manufacturers to take earlier payment 
than they had previously been receiving for an extra discount allowance. 

I suggested that a special letter be sent to all manufacturers offering 
to pay accounts within seven days of arrival of goods for an extra dis- 
count. The results were surprising. Within three months we were 
paying 70 per cent. of the manufacturers promptly, less an average 
discount of 3 per cent., being 1} per cent. more than we had been 
receiving previously. 

Now the securing of statement discounts is purely a counting house 
matter, as buyets when making purchases are out to do the best they can 
for their own departments, and do not show great anxiety to make profits 
for the office, consequently when purchasing from a new manufacturer, 
it is essential that the best terms are fixed up with the first parcel. One 
is likely to get better advantages at the start than one would be likely to 
obtain if waiting some months after the account was opened. It. was 
therefore arranged with all the buyers that upon purchasing from a new 
manufacturer the office be immediately advised. The counting-house 
furnished each departmental head with copies of a form as shown below : 

July 29th. 1920. 
. Dept. 
Manufacturer's Namo... no aa fe ee Sana 








Class of Goods Purchased .. .. PE 


Wrote re Terms ... ... . Reply. . 


gach form when filled in was sent to the cashier who at once took the 
necessary steps in order to obtain the best prompt cash discount. In 
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order that a check should be kept on buyers, to see that the instructions 
were strictly carried out, the cashier retained these forms until the new 
account was opened by the purchase ledger clerk. The ledger clerk was 
not allowed to open a fresh account in the firm’s books without the 
terms being filled in, and initialled by the cashier, so that a careful watch 
was kept upon the buyers that instructjons were strictly carried out. A 
little slackness was noticeable when the system was commenced, as 
buyers would open an account and forget to send down the necessary 
slip to the counting-house. The check system, however, soon altered 
this state of things, until it became a very rare exception for a buyer to 
omit sending down a Glled-in slip with each new account opened. With 
a firm having a substantial bank balance it is obvious that a considerable 
profit may be made on discounts, seeing that the discount obtained, 
34 per cent. for payment 7 to 10 days, instead of 24 per cent. for a month, 
means actually 15 per cent. per annum. Even when a firm have an 
overdraft running and are paying 4 to 1 per cent. over bank rate to their 
bankers, it will still pay them to pay for this extra discount instead of 
continuing on the 24} per cent. monthly terms, which many firms are 
doing to-day. The manufacturers (unless hard up) are not going out of 
their way to offer special terms for prompt cash: it is up to the whole- 
salers to do this. The firm which I have referred to made a profit on 
discounts during 1919 of {850 more than was shown for 1918. This 
might mean very little to the casual reader unless he was first informed as 
to the amount of the firm’s annual turnover. 

However, apart from a question of turnover, I was satisfied on 
again going through the books at the beginning of the present year 
that the extra profit was owing almost solely to the system of making 
payments promptly whenever it could be arranged. 

. There are many houses who are very negligent in this matter of 

discounts. I have known of firms where accounts have been remitted a 
fortnight after the goods have been delivered, and yet only 24 per cent. 
has been deducted. It is obvious that if only an extra $ per cent. is 
allowed for prompt payment it will certainly pay any firm who has a stout 
balance at the bank. 

I might mention that making payments weekly creates. a certain 
amount of extra work in the way of checking statements and additional 
entries. This, however, is more than compensated for by the extra 
profits that will be obtained from prompt cash discounts. f 

I firmly believe that some houses that do not care to alter their 
methods of working lose sight of the fact that they are actually losing 
money by their conservatism. In these days of competition, economy 
has to be effected in many ways, and I consider that a little systematic 
effort in the direction I have indicated would result in a sufficient Saving 
to pay a good percentage of the office salaries. 
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A notable contribution, dealing with the fundamental philosophy of management, 
and raising issues of the highest importance to every business man. 





The Immediate te of Industrial 
Management 


By OLIVER SHELDON ` 
The Development of Present Day Tendencies 


T is a.commonplace to assert that industry is in the melting-pot. 
It may not be so generally realised, however, that what is changing 
more rapidly and with greater certainty than anything else in industry 
is the whole position and philosophy of management. Not only is 
management coming to a realisation of itself as a clearly defined and 
concrete entity, but also the existence and potentialities of this entıty 
are being realised by the other partners in industry. Management is 
establishing a position which can in no way, as heretofore, be confused 
with capital. Management and ownership are becoming less and less 
synonymous. One may even see signs indicating that not only are they 
not the same, but that they may even have radical points of difference. 
An opposite movement may be observed as regards the relationship of 
Management and Labour. In this direction one may trace even a ten- 
dency to rapprochement. Labour and Management are coming to regard 
each other as fellow-workers. The gradual definition of the functions 
of foremen as a part of the machinery of Management is bringing Manage- 
ment into a very real and close intimacy with Labour. Further, the 
rapid rise in the last fifteen years of what Mr. Seebohm Rowntree has 
aptly described as ‘‘the federalisation of industry’? has emphasised 
the clear-cut personality of Management. The trade union leaders have 
found their negotiations have brought them into touch, not with the 
owners so much as with the administrators of industrial concerns. They 
find that they are not grappling at the throats of the capitalists, but 
confronted by men who often are paid a salary as they are paid wages, 
who include in their ranks some who themselves are in the trade unions. 
They do not meet the owners of capital, but simply the brain-workers 
of their own industry. There has arisen, therefore, a mutual recognition 
of rights, as yet but hazily defined, but perceptibly growing as the 
independent position of management emerges. 


The Uncertain Future 
The future of management is extremely vague, and with the more 
remote of these prospects I am not for the moment concerned. As to 
how far Labour will ultimately take upon itself the control of industry, 
as to how far Labour will eventually have a grip upon the distmbution 
df profits, as to how far it will dictate its own conditions and remuneration ; 
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indeed, as to how far public responsibility in the sphere of industry and 
the application of democratic organisation to industry will advance, 
I am not in this paper prepared to say. Of one thing I am convinced, 
that, whatever the.future will bring, management as a distinct and certain 
function in industry will remam. Private ownership may perish; 
administration may be by elected officials, democratic principles may 
flourish in the garden of industry—buf the manager will remain. These 
possibilities, however, are not things of to-day and to-morrow; they 
lie in the troubled womb of the future, and no man can say what child 
shall be born. But from the melting-pot of to-day, management 1s 
pouring into a mould, still leaving ın the pot the dross of the past, and, 
even as it begins in our day to harden in the mould, it seethes with 
problems all its own. It is the immediate future of management, in 
relation to conditions as they are known to us, which we must consider, 
not a nebulous state of affairs of which we as yet know nothing. 


The Problem of Management 

The heart of the problem to-day 1s, how to combine efficient produc- 
tion with the trend of progress. Industry is a machine which ts running. 
It cannot be taken down for overhaul, taken out of commission for repair. 
It must adjust itself as it works. Moreover, it is not a machine which 
runs simply to preserve itself. Its operations are relative to a society 
depending upon it. It 1s false thinking to view industry as the property 
of those who finance it. If the relationship is not definitely palpable, 
nevertheless industry is not a master to itself but the servant of society 
as a whole. Society demands a constant flow of production, while at 
the same time toying with the industrial machine as it produces. At 
the present time ıt demands an increase of production, and tinkers with 
the machine the more. To those who have the admumistration of industry, 
society presents its demands. Management is faced, both now and in 
the immediate future, by the necessity of increasing production, while 
at thé same time endeavouring to fashion the form of industry nearer 
to the accelerated ideals of a progressive community. f 


Efficiency Demanded 


What tendencies can we observe in response to the necessity ? The 
vital tendency is that towards efficiency in management. It is the 
inevitable result of the realisation by management of its own corporate 
sense, as well as an answer to the demand for increased output, and for a 
finer communal service on the part of industry. The call of the day is 
for better work, more efficient work. The call ıs the more persistent 
and clamant according to the responsibility of the worker. Efficiency 
in a hundred manual workers will hardly equal in result efficiency in & 
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highly placed administrative officer. We may study the motions of a 
worker’s hands as he operates a machine, but they are as’ nothing to the 
motions of’an administrator’s brain in their bearing upon output. We 
need to define a new conception of management to fall in with its new 
position. It is no longer a sinecure; no longer merely an active limb 
of capital; no longer an irresponsible and indefinable autocracy. It 
is faced with the whole organisation of mdustry, to meet, on the one 
hand, the needs of the community as citizens, on the other hand, the 
needs of the community as consumers. It has to deal with what Edison 
calls “ human engineering ” in its most complex form. It has become 
a most intricate profession, requiring training, study and research. In 
the past, management was like riding an old country cob; now it is 
like riding a restive full-blooded mare, requiring all the skill of the rider. 
What is needed in mdustrial administration is more understanding and 
deeper knowledge—understanding of the fundamental philosophy of 
management, of the movements which agitate the ranks of the workers, 
of the prime requisites of leadership; knowledge of economics, both 
theoretical and applied, of industrial psychology, of administrative 
methods both here and m America, of political and social theory, and 
of the technique of costing, planning and research. 


How Economic Pressure Affects Management 


The urgent need for this study and probing to the fundamentals 
of industry is forced upon management not only by the social demands 
for higher efficiency and the Labour demand for just administration, but 
also by the economic pressure of prices and the distribution of wealth. 
More has to be put into industry in order to get more out. The total 
wealth of this country is not adequate to assure to every family even the 
minimum standard of living for its members. In 1913, a reliable estimate 
stated that the equable distribution of all wealth in this country would 
give every family £170 per annum. Before interpreting that sum in 
terms of the inflated money value of to-day, subtract from the then 
accountable wealth some £2,000,000,000 as being sunk in the war. The 
needs of the ordinary working man to-day require a weekly wage of not 
under 80s. for himself and an average family. If we add to this the 
vastly increased number of self-supporting women, it is clear that the 
entire wealth of the country is not adequate to provide even the veritable 
minimum requirements of the people. Industry by this economic 
pressure is called upon to produce more wealth for the community, and 
efficiency in all departments is the, answer which industry must make—for 
it is only this answer which can concur with industry’s answer to the 

appeals of Labour and its answer to the questionings of an awakened 
social conscience. 
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The New Method in Management: Devolution by 

Function 

Consequent upon the quickening of efficiency there has developed 
a new method in management. It is as yet in its infancy, and its applica- 
tion is the second immediate problem of industrial administration. 
Emanating from America, it has come*to us in the form known as func- 
tional management. Instead of the head of a department being respon- 
sible for everything in his department--manufacture, labour, records, 
planning, maintenance, etc——the new system introduces the idea of 
devolution by function rather than by department. The latter is akin 
to the old milttary type of control. The former is a new industrial 
type. The application of this species of control in place of the old type 
involves a thousand problems, as regards none of which should any 
industrial administrator be ignorant. The two main developments 
which I see as a result of its application, affecting the status of manage- 
ment in particular, are (1) that actual departmental management will 
tend to require less personnel, but undoubtedly bigger men, and (2) that 
on the side of management, yet not clearly endowed with the normal 
functions associated with the word “ management,” will arise a new 
staff which does not manage, but aids the management to manage. 


What Functional Management Involves 

To take the first point first. Under functional management, the 
departmental manager is relieved of many duties—hiring and firing, 
costing and wages, for example. His duties become very much more 
concrete. The care of his machines, the wages of his workers, the routing 
of his material, the health of his men—these pass into other hands. 
His business now is to see that every function performed by other persons 
as regards his department are co-ordinated through him into a supple 
and elastic whole, that the technical processes in his department are 
thoroughly efficient, and that the morale, the tone, the spirit, the vitalising 
energy of his department is vivid and substantial. He must be an 
organiser, a technical expert in the particular processes of his own depart- 
ment, and, above all, a leader. Managers of this type (and under the 
word managers, we should include in a less degree foremen) will be fewer 
in number, but undoubtedly they will need to'be “big” men—not only 
“big” to command, but “big” to understand, “ big” to study their 
science of management, “big” to grip and kindle the spirit of their 
men, “big” to inspire by the sheer leadership of their personality and by 
the possession of a trained understanding of all conditions and movements 
in the industrial world. 

The second development may be sammarised as the advent of the, 
expert. Functionalisation pre-supposes experts operating In particular 
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lines. Yet that is not all that I Abe: for in addition to the experts 
will come about another class of the administrative staff which, by power 
of its position simply, is engaged in the process of welding the concern 
into a flexible body. They may be called “ the organising staff,” The 
experts and the organising staff together represent such activities as 
chemical research, statistics, charting, costing, process, research, welfare, 
investigation of conditions, employment, industrial psychology, planning, 
routing, records, etc. They have control of little or no personnel, yet 
their position in administration is quite clear. The inference is that 
under functional management, the proportion of indirect labour to direct 
is likely to be much increased. Mr. F. E. Cardullo writes: “A new 
attitude in regard to the employment of indirect labour is a pre-requisite 
to greater efficiency in many of Our shops,” and goes on to claim such 
work as definitely productive. I think we must face it that, as manage- 
ment extends both m complexity and area, a large clerical staff, of a high 
order, is a necessary corollary. -° l 


The Development of the Administrative Staf 

This suggests the interesting proposition that, though the actual 
departmental managers of the future will be recruited from the ranks of 
the factory. workers, the main body of the administrative staff will be 
drawn from the offices and from external sources, such as the Technical 
Universities. If we accept this as a probable tendency, and I do not 
well see how présent tendencies can develop otherwise, the question of 
the training of office staffs and the fittmg of them for these duties which 
are gradually opening before them, whilst the force of economic circum- 
stances is driving them out of the positions which clerical workers have 
hitherto been content to occupy, becomes a matter of primary concern. 
If management desires that the ways should be kept open for the clerical 
workers to rise, it must see to it that the clerical workers are of the right 
type and grounded in sound principles and practices of administration. 


The Position of the Factory Foreman 

The other problem which arises the more the tendencies of manage- 
ment set in the direction of functionalisation, is that of the position, 
duties, and responsibilities of foremen in our factories.” If the manual 
worker, by the nature of his work, is unlikely to be fitted for the largely 
clerical and academic work of management as we foresee it, we are 
compelled to consider seriously the position of foremanship, which might 
thus superficially appear to be threatened. Personally, I am of the 
opinion that the functional foremanship advocated by Mr. F. W. Taylor, 
in America, will never take root in this country. But if functional 
management has come to stay, while at the same time the foreman 
maintains a position relative to that which he occupies to-day, the whole 
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question of labour adjustment crystallises in him. He becomes, in the 
eyes of the workers, not the deputy of one manager only, but the repre- 
sentative of every branch of the functional administration. The foreman 
becomes the crux of the whole situation in the relations of the management 
and the workers. Further, the more management touches the workers 
only i in a functional way, the more does the responsibility of the foreman 
as representative of management increase. Foremanship is not destined 
to be a cramped form of control; rather it will demand men of the finest 
capacity. More definitely than ever before, the foreman will be an 
administrative officer. To enable him to understand the complexity 
of the organisation he represents, and with branches of which he will 
be in daily touch, the foreman must be instructed in the fundamental 
principles and the detailed workings of the management machine. To 
enable him to lead his men, he must understand the philosophies and 
movements which ebb and flow on the sea of Labour. To enable him to 
understand the work of the experts who examine and improve his machin- 
ery, his buildings, his safety arrangements, the wages of his men, their 
health, their operative capacity, he must not only be intelligent, alert, 
and receptive, but also educated in every branch of industrial science. 
To enable him to fulfil the duties towards the community which the 
conscience of the community requires of him m respect of the men under 
his charge, he must be grounded in the underlying philosophy of industry, 
and in its relation to the life of society, so that he may be imbued with a 
high sense of personal responsibility. 

Surely here is a widening of outlook! The foreman of the future is 
called upon to play a higher réle than any of his predecessors. The whole 
body of management must develop, extend and accept greater respon- 
sibility, but no part of it more than the shop foreman. Training and 
education—technical, social, economic, philosophic and psychological— 
undoubtedly will be necessary. Herein lies the future of foremanship— 
not in the changing of his name, but in the uplifting of his capacities and 
mental equipment to meet a larger vision of his responsibilities and 
position in the ranks of management. 

I foresee difficulties in the practical application of this vision of the 
foreman as the representative of management in the furtherance of 
efficiency, as the servant of the community in the education and control 
of the employees, as the framer of the future edifice of Industry. What 
is his relation to be to the Trade Unions ? What is his position as regards 
Works Committees? What is his power as regards the hiring, firmg, 
and transfer of the men under him? Questions such as these arise at 
every turn. They will only be settled by the very understanding of 
the foremen themselves. If their conception of their duties is founded 
on sound principles, such problems are of little moment. A right under- 
standing of the objects and methods of Works Committees or of an 
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This useful system will enable the owners of small businesses to obtain an approcimate 
idea of their Profit or Lose every month. 


Employment Department or of a Planning Department will dispel any 
problems of relationship. 


Industrial Progress in the Hands of Managemént 


The message goes out to all concerned in industry that the work can 
be done better, both in the production of goods, and the production of 
men. It comes to every worker, every manager, every foreman, every 
organiser, every staff officer. The progress of production and the progress 
of social well-being are overwhelmingly in the hands of management. 
It cannot achieve its maximum unless it js conscious in every branch 
of its activities of the ultimate philosophy of Industry—that industry 
exists to serve the commonwealth. It cannot put that philosophy to 
the test of practice unless every member of the administration applies 
himself heart and soul to its exposition in the particular task which 
his responsibility calls upon him to perform. 





_Approximate Monthly Accounts 


By W. Rearmatp Bray 


M owners of small businesses wish to obtain an approximate 
idea of their Profit or Loss for each month, and the following 
system will be found to be the best method in order to arrive at the 
figures. The main thing to be done is to prove the monthly figures, 
the remaining work to be done will then be found quite easy. 

I will presume therefore that the accounts for the past year (1919) 
have been agreed and that the books on the Ist January, 1920, were 
in order.’ 

From the books it appears that on this date, viz., Ist January, 1920, 
the 


s aks s. d. 
Cash at Bank stood at . a à is ` : - = 
Cash ın hand stood at . x A f i . 2 - - 
Debtors on Sold P a f . . 4,000 - - 
Creditors on Bought gors . . ; . . 2,000 - -= 
Bills Receivable . A x É . : 3 100 - - 
Buls Payable 3 ; x > s . i 40 - - 


Monthly Ledger Agreements being kept, the Debtors and Creditors 
eat the end of every month can be readily ascertained, as also can the 
Cash Balances. 
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At the end of January, 1920, the following figures are available— 


£ s d. 

Bank overdraft 302 ~ 
ın hand ‘ E 7 : x 8 2 - 
btors 3 ‘ ‘ A 5 noo cai . 4500 -= — 
Creditors ; . 1,500 ~ ~ 


An analysis is made of the Cash Book, all items ex Receipts or 
Payments in connection with Sold or Bought Ledgers being disregarded, 
these having been dealt with in the Ledger Agreements to which they 
relate, the remaining items being dissected under the various headings 
of Salaries, Rent, etc. 

Similarly the Petty Cash and Journal are analysed, still ignoring any 
items of a Sold or Bought Ledger nature. 

Discounts allowed are debited in the analysis, and those received, 
credited. 

Bills Payable met (ex Cash) are debited, those accepted (ex Bill Book) 
are credited, the net Balance being either added to or deducted from the 
Balance as per last month. 

Bills Receivable are dealt with in a similar manner, only the reverse 
takes place as far as Dr. and Cr. is concerned. 


Eg., Bills Receivable, 31/12/19, Dr £100. 

g Per Analysis Bills drawn, Dr., £50. 
n z met, Cr. £5 
Bls Receivable, 31/1/20, £70. 
Eg., Bills Payable, 31/12/19, Cr. £40. ‘ 
Per Analyms. Bills accepted, Cr., £100. 

He » met, Dr., 5 
Bills Payable, 31/1/20, £120. 


The Total Sales are credited in the Analysis and the Total Purchases 
debited. 

All Credits in the Analysis should always be shown in RED, so that 
they can be readily seen. 

Add up the columns in Analysis Book and the following Trial Balance 
will then be arrived at— 


ho o- - 


sod 
Salaries, Rent, etc (show ın detail) 

Bills Payable fA aye ee pent aes ‘ - 
Bils Receivable Diference) per Analysis 3 

Debtors per Current Ledger Agreement . . 
Creditors per Current Ledger Agreement . 


OB oanhronvr 


Bank 

Cash in hand per Cash Book. 

10 Cash at Bank per last Tnal Balance cancelled 
11 Caah in Hand per last Triail Balance cancelled . 
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For the purpose of preparing ‘an approximate Trading and Profit 
and Loss Account for the month, together with a Statement of the 


Liabilities and Assets as at the end of that month, the following items 
are eliminated as per Nos. given to each as above: 6, 7, 10, and 11, these 
only appearing on the Trial Balance for agreement purposes. f 


PREPARATION OF TRADING ACCOUNT. 
eho s.d. Soo s.d. 
To Stock, 31st grea 1919 —— | By Sales (No. 12) . x Fae 6 -- 
estimated, after cal 


(Obtained from u Stock - 
Trading Aout) culating G.P. as 25% on 
Purchases (No. 13) 800 ~ — Sales. 700 - ~ 
» Gross Profit estimated (be- 
ing 25% on Sales) 300 ~ — 








PREPARATION OF PROFIT AND LOSS ACCOUNT 


ss £ td. 
To Salariæ, Rent, etc. (No. 1). -= PrO T AE Tadig 


Account. . 300 - -~ 
, Loss (estimated) ; . I160-~ 








{460 ~ — {£460 — - 





STATEMENT OF LIABILITIES AND ASSETS AS AT 31st JANUARY, 1920. 





Liabilities. Assets 
sd. £ «4, 
2 — Banh Overdraft (No. 8). Cash in hand (No. 9) 82- 
1,500 —- — Creditors (No. 5). Debtors (No. 4 . 4,500 — ~ 
120 — — Bls Payable, Bills Receio è i A 70- -~ 
Balance last month, Balance last month, minus 
plus No. 2, vix.— No. 3, viz.— 
Balanco £40 Balance £100 — £30 = £70 
No. 2 80 Stoch (eatimated) . A . 700-- 
—_— (See Trading Account) 
£120 
1,922 2 — 
3,356 ~ — Swrplus 
$5,278 2 —- £5,278 2 — 








With reference to item No. 1, £460, it must be borne in mind that 
wherever payments for such expenses as Gas, Telephone, Water, Law 
Charges, etc., are included in the monthly expenses, it is obviously unfair 
to charge the whole of this expenditure for a monthly account, but for 
the purposes of arriving at an agreement, the expenses are first of all 
extracted as they appear in the Trial Balance and estimates are then 
“substituted. ” 
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As an example it is found that the next month’s expenses amount to 
£049 13s. 8d., which from the Trial Balance is made up as follows— 


Ío“ 


Rent (2 Qrs 

Salaries and 

Gas, Christmas , 1919. 

Law Charges (on accoun t). 

Telephone, 1 year, to“3lst Jar, 1921. 

Insurance premiums peid ın advance to various dates. 


=y 
eBegsaxs 
pe _ 
me Cet seh 
SVOBUSAAONH 


I@wmi Sll) 








£549 13 


= 


The only’ items which should actually be used out of the above list 
when preparing the approximate Profit and Loss Account are Nos. 2, 
7, 8, 10, all the other expenses should be estimated at one-twelfth of last 
year’s full charge; if there was any abnormal increase in any of the 
accounts, such as an expensive fire policy, or extra telephone installation, 
the estimate should of course be adjusted accordingly. 

The charge for Rent, for example, would in this instance be £16 13s. 4d. 
per month. 

If there is any Plant or Machinery in use in the business a monthly 
estimate for Depreciation of same should be worked out, and charged 
to the Profit and Loss Account. . 
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This article describes a highly efficient system of filing commercial documents of every 
description, easily adaptable to any business establishment. 





The Safe Gace of Commercial 


Documents 


By AUSTIN CHADWICK 


The General Principles of an Efficient System 


| eee as the preparation of documents, the compilation of 
statistics, and the collection of general information in connection 
with a firm’s business, necessarily entail considerable labour, it is apparent 
that the safe custody of the documents is a matter of great importance. 
Especially is this the case where correspondence is exchanged involving 
questions of policy or precedent, and where future reference may be 
required, at any moment, to any particular letter or document. 

Although many firms recognise the importance of, and the respon- 
sibilities attaching to, the correspondence branch of their business, it 
must be admitted that there are others who look with something akin 
to disfavour on any contemplated alteration in the method of conducting 
this section of the department. 


Importance of Filing Correspondence - 

It seems incomprehensible that any firm which realises the necessity 
of maintaining an efficient accountancy staff should be reluctant to 
place the secretarial branch of the undertaking on an equally good 
foundation. To put it another way, the Journals, Cash Book, Ledgers, 
etc., record the result.of a transaction—a very desirable and necessary 
procedure—but the correspondence, in many cases, records how that 
result has been arrived at, and this is often the more important point. 

Double entry in indexing and filing correspondence is quite ab essential 
as double entry in book-keeping, but it suffers the disadvantage that 
whereas the book-keeper has an opportunity of striking a balance at 
any time, and consequently rectifymg any errors, the indexer must 
rely upon his accuracy without any periodical checking or balancing. 


Necessity of Reliable Method 


The disinclination of some business houses to adopt a thoroughly 
up-to-date method of filing documents, may to some extent be due to 
the fact that many advertised systems seem to require elaborate and 
expensive fittings, and it is easy to understand that there is a reluctance 
to incur the cost which is involved in purchasing a complete outfit, until 
it is proved that it is adaptable to the firm’s particular requirements 
And that an tquivalent benefit will result. 
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A shorthand clerk and a typewriting machine are, of course, recognised 
as essential in a well-organised establishment, and their value, as com- 
pared with the old-fashioned method of conducting correspondence, is 
apparent. But to place a precise valde on a system of indexing and 
filing correspondence is a much more difficult matter, and can only be 
gauged by actual experience. Probably the most elementary system 
will prove quite adequate for some businesses, where, as a rule, it is not 
necessary to refer to letters after they have once been dealt with, but in 
other businesses, public or private, where reference to previous docu- 
ments is a matter of almost daily occurrence, it is essential that there 
should be a thoroughly reliable system in operation by which any 
document for a reasonable past period may be at once procured. 


An Adaptable Process | 

The object of this article is to give a general outline of a process 
which has proved to be adaptable, in a modified or extended form, to 
any business, or group of businesses, and it has the further advantage 
that the initial outlay is very moderate, and that the subsequent inci- 
dental expenditure may be kept low without in any way interfering 
with the reliability of the system. 

Assuming that an office already contains a typewriting machine, 
and a “tissue ” copying process, the only additional equipment which 
is necessary is . 

A Loose-leaf Index Book suitably ruled ; 
A supply of Foolscap Dockets numbered consecutively ; 
and the system is briefly as follows— 

Letters, as received, are recorded in the first portion of the Loose-leaf 
Book, the pages in this section being ruled in the following manner— 





Date of Placed on 
I l From, Address. Subject. File No. 




















Where a letter received forms the introduction of a new subject, the 
indexer attaches to the front of the communication the next available 
numbered Docket, and endorses the Docket with the Subject and the 
name of the Correspondent, and enters the Docket Number in the fifth 
column of the “ Letters Received” section of the Loose-leaf Book. 
He also indexes the Docket under the subject-matter and the name 
of the correspondent in the Index portion of the Loose-leff Book. To 
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simplify future reference, the Letters Received portion of the Loose-leaf 
Book should be on white paper, and the pages of the actual index on two 
distinct tints, one tint being reserved for indexing under the “ Subject,” 
and the other for indexing under the name of the “ Person ” og “ Firm ” 
concerned. If the Index is divided by indicators into convenient sub- 
alphabetical sections, and each page stamped at the top corner, on both 
sides, with ‘the first two letters of the word or name to which the page 
will be devoted, there is no necessity to entirely separate the “ Subject ” 
index from the “ Name ” index, however bulky the book may eventually 
become. When too full for convenient use, the Index may readily be 
divided into two binders, one lettered A to K, and the other L to Z, and 
of course further sub-divided, if necessary, later. The ruling of the 
two sections of the actual Index is as folows— 


For Name Index (an—say—grey tnt). 























nema oi person Subject. File No. 
Ld 
Far Subject Index (on—say—bnuff tnt). 
Subject. ‘ -File No. 








At the end of the Loose-leaf Book, t.6., after the Index portion,,there is 
another section on another paper of a distinctive tint, im which the 
Dockets are registered in numerical order, the heading being as follows— 


S 


No. of Docket. Subject. 








By referring to the Index the clerk ascertains whether there has been 
* any previoħs correspondence which appears to have some connection 
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with the subject-matter of the communication with which he is dealing, 
and if such is the case he endorses the docket to that effect in the space 
printed’for the purpose. The clerk attaches to the Docket, in proper 
sequence, all subsequent letters received, and copies of those forwarded, 
also any reports, statistical information, etc., which may be prepared 
relative to the matter, so that a complete history is at hand for reference. 
Letters received from the original correspondent need not, of course, 
be passed through the Index Book, as this would cause unnecessary 
duplication ; but they should be recorded in the Letters Received portion. 
All letters dispatched should bear the number of the Docket to which 
they refer, and a “ tissue ” copy of the letter should be taken before it 
is forwarded. Assuming that all letters dispatched are typed, the carbon 
copy is attached to the file, and the “tissue” copy retained in the 
“ tissue ” copy book, from which it is essential no leaves should be 
removed. If a letter is hand-written, it is a simple matter to take, in 
addition to the “ tissue ” copy, a “buff” copy for attaching to the file. 
Before the papers are finally filed away in numerical order, the clerk 
endorses the Docket with the name of any supplementary correspondent, 
and with the subject of any further matter which may have been intro- 
duced, and makes the requisite entries in the Index, and also, if neces- 
sary, in the Register of Dockets. Two small rubber stamps, “ Indexed ” 
and “ Registered,” are useful in this connection, so that it may be seen 
at a glance whether all the entries on a Docket are recorded in the 
Loose-leaf Book. $ 
This, briefly, is a general outline of the system, which, to some, 
may appear rather complicated, but it is one which any intelligént 
clerk could grasp with very little trouble, and the time which is involved 
in carrying out the process is amply repaid by the ease with which 
documents, many years old, can be procured for reference. 


Advantages 
The ain advantages of the system may be summarised as follows— 


It is adaptable to the requirements of any business house, and may be used 
in a simplified form by omitting such parts of the process as are not deemed neces- 
sary, or the system may be extended by (say) placing a prefix letter on the Docket 
for each section of a department, and by using Dockets of different tints. 

Each file contains a complete history of the matter dealt with, and reference 
to a number of separate binders is obviated. 

Ready reference between one file of documents, and another with a bearing 
on the same subject, is facilitated. 

‘The loss of valuable time in searching for a document filed away under a “ single 
entry ” or imperfect system, is avoided. 

les may be procured, if required, long after the incident is apparently closed, 

with as little trouble as the most recent document. 

Owing to the complete system of indexing, ıt is possible to trace files, although , 
the clerk may have only a vague idea of the subject-matter. 
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The Butlding Guild 


Through the adoption of the “ double éntry ” principle the Docket number may 
be ascertained from several sources, viz.— 
The Letters Received portion of the Loose Leaf Book ; 
The Subject-matter, or the Name, in the Index ; 
The “ Tissue ” Copy Book ; 
The Register of Dockets. i 
The files may be stored in drawers, cardboard boxes, shelves, or more elaborate 
fittings to suit the individual taste, the indispensable point 1s that they must 
be in numerical order. 
By periodically looking through the files, it is possible to see whether any 
docket ıs missing, and 1f such is the case, to search for it before and not after it 1s 


required. 

If a file of papers is required out of the office, the Docket is retained with an 
endorsement as to where the Documents have been sent. 

Should a complete file of papers be accidentally destroyed, ar lost, it is possible 
to compile a summarised duplicate file, by reference to the Letters Received Book 
and the Tissue Copy Book. 

The foregoing are some of the benefits derived from the adoption 
of a thoroughly reliable system of indexing and filing documents. 

There are others, the value of which cannot be estimated, such, for 
instance, as the good effect produced on a customer or client, who can 
be shown at once, if required, an apparently unimportant letter written 
by him some time previously. 

In conclusion, one point must be emphasised whatever system is 
adopted, and that is the necessity of the work in connection with indexing 
and filing being performed by a reliable assistant, and not passed over, 
as is too frequently the case, to a junior to deal with at his leisure. 





The Building Guild 


What it is and How it Works 


By MABE MAREDITH 


HE Building Guild owes its origin to the house famine, and it is 

_ built up on the operatives’ organised monopoly of their own labour. 
There is really a sincere desire in the hearts of the building trades opera- 
tives in every part of the country to build houses for themselves and 
their fellow-workers, and they are prepared to carry out this duty provided 
they obtain reasonable conditions of employment, and profiteering is 
eliminated. 

This idea of industrial self-government is really no new idea in 
England, for it has taken root everywhere, but notably in the building 
trade. The Building Parliament was in being when the Guild started, 
and although there is no necessary connection between the two 
“organisation’, the guild did not spring out of the blue sky. 
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The principle underlying the working of the Guild is the abrogation 
of the existing wage contract and the assertion that labour has the first 
charge on industry. Two ways are open to secure this. Firstly, by 
charging a percentage over net cost for permanent pay, and the Ministry 
of Health has commuted this to £40 per house, and secondly, by not 
issuing any shares or loan capital, which might take a priority over 
labour, and this is arranged by obtaining credit from the local authorities, 
on the basis of a group undertaking, to carry out the work. Thus group 
credit is established. 

The organisation itself is quite simple. Each Building Guild Com- 
mittee is composed of one representative from each local branch of the 
building trades unions. These Committees, being trade union in struc- 
ture, cannot engage in trade, and cannot therefore be legal entities. To 
establish a legal position, therefore, the Building Guild of Manchester 
and the Guild of Builders, London, have been registered as companies. 
Under their Articles of Association it is provided that no profit shall be 
distributed and in all cases cost estimates are based on net costs. In 
addition to the charge for continuous pay, there is an additional 6 per 
cent. added to cover plant and administration charges. ` 

In different parts of the country building problems vary so that there 
may be some differences between the Building Guilds of the North and 
those of the South, but fundamentally there is no difference in procedure. 
It is interesting to note, however, that as regards the Manchester one, 
the Co-operative Wholesale Society has undertaken to supply the building 
materials and to take the risks connected therewith. Thus the - 
Co-operators have shown their confidence in the movement. 

As yet these Guilds are young, and though they have certainly 
accomplished something in their short life of six months, by the time they 
are some years older they will have accomplished a great deal more. 











In view of the retention of Fmoess Projtts Duty the correct ascsrtainment of Business 
Capital ts doubly important, and accountants will welooms Mr. Boag’s suggestions. 





Business Capital in Excess Profits 
Duty Computations 


By Hanorp Boag, Associate of the Institute of Actuaries; Fellow 
of the Royal Statistical and Royal Boonomic Societies 


HE continuation of the Excess Profits Duty in this year’s taxation 

provisions emphasises the importance of the correct ascertainment 

of Business Capital. The longer the interval between the standard 

years and the accounting period the greater is the probability that there 
will be appreciable variations in the capital of a business. 

The standard profits of most companies are based on the years 1912 
and 1913, and the application of the duty to accounting periods ending 
between the 5th August, 1920, and 5th August, 1921, results in the 
profits made this year being compared with those made about eight years 
ago. In the case of many companies—particularly those which have 
been engaged on special work during the war—the last few years have 
been periods of heavy capital expenditure. The amount allowed as 
interest on increased capital, therefore, often forms an important part 
of the retainable profits. 

In the calculation of Excess Profits Duty the amount of Capital 
employed in a business may be required for two reasons: (1) in order 
to arrive at a “ percentage standard ” (Finance (No. 2) Act, 1915, sec. 40) ; 
and (2) in order to ascertain the increase or decrease of business capital 
employed in an accounting period as compared with the average amount 
of capital employed in the years by reference to which the profits standard 
has been arrived at (1915 Act (2), sec. 41). 


The Ascertainment of Capital 

There is no difference in principle in the ascertainment of capital for 
these two purposes, but certain differences occur in practice. 

The “ percentage standard ” is “an amount equal to the statutory 
percentage on the capital of the trade or business as existing at the end 
of the last pre-war trade year.” To determine the percentage standard, 
therefore, we require to ascertain the capital employed in a business 
at a particular date. In the case of a company working on a profits 
standard basis, we only need to ascertain the variation in the capital 
between two periods, #.¢., the variation between the capital employed 
in the standard years and in the accounting period. In this case it does 
not affect the accuracy of the result if a wrong value is taken for an asset 
i the standafd years provided the same value is used as the basis in the 
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accounting period. The error involved drops out in the subtraction : 
in the case of values required as at a particular date this is, of course, 
not the case. 

An example of this occurs in the valuation of fixed assets such as 
Plant and Machinery. A company may for a long period have depre- 
ciated its plant at rates considerably higher than those allowed by the 
Revenue Authorities for purposes of Income Tax assessment. In order 
to arrive at the value of the plant for percentage standard purposes, suc 
disallowed depreciation has to be added back to the book values. This 
writing back is not, however, necessary for years previous to the standard 
years if it is only the increase or decrease of capital which is required. 
The book value of the plant may be taken as the basis for the beginning 
of the first standard year and this value, after having been varied each 
year by the allowed depreciation and by additions and sales of plant, 
may be taken as the value in a subsequent accounting period. The error 
im both the standard and accounting periods is eliminated by subtraction, 
and the difference gives the correct increase or decrease of capital. 


Rules for the Computation of Capital 

The rules laid down in the Finance Acts for the computation of 
capital are contained in a few brief paragraphs. The chief difficulty 
in many cases is the application of the rules in practice. 

Part III of the Fourth Schedule of the “ Principal Act ” (Finance 
(No. 2) Act, 1915), which relates to Capital, states— ° 


1. The amount of the capital of a trade or business shall, 90 far as il does not 
consist of money, be taken to be— j 
(a) so far as ıt consists of assets acquired by purchase, the price at which 
those assets were acquired, subject to any proper deductions for wear and tear 
or replacement, or for unpaid purchase money; and 
(b) so far as it consists of assets being debts due to the trade or business, 
the nominal amount of those debts subject to any reduction which has been 
allowéd in respect of those debts for income tax purposes; and 
(c) so far as it consists of any other assets which have not been acquired 
by purchase, the value of the assets at the trme when they became asseta of the 
trade or business, subject to any proper deductions for wear and tear‘or 
replacement. 
Nothing ın this part of this Schedule shall prevent accumulated profits employed 
in the business being treated as capital 
2. Any caprtal the income on which is not taken into account for the purposes 
of Part I of this Schedule and any borrowed money or debts shall be deducted ın 
computing the amount of capital for the purposes of Part IIT of this Act 
3. Where any asset has been paid for otherwise than in cash, the cost price of 
that asset shall be taken to be the value of the consideration at the time the asset 
was acquired, but where a trade or business has been converted into a company 
and the shares in the company are wholly or mainly held by the person who was 
owner of the trade or business, no value shall be attached to those shares so far 
as they are represented by goodwill or otherwise than by material assets of the 
company unless the Commissioners of Inland Revenue in special circumstances 
otherwise direct. Patents and secret processes shall be deemed to be materjal 
asseta. 
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The above rules were qualified By section 52 of the 1916 Act, which ` 
states— 


It is hereby declared that, for the purpose of exceas profits duty, profita of any 
trade or business arising and accum ting during any accounting period are not, 
during that period, to be treated as accumulated profits within the meaning of 
Part IL of the Fourth Schedule to the principal Act or as capital employed in the 
trade or business. 


It is proposed in these notes briefly to discuss the general principles 
underlying the above rules, to endeavour to show their application to 
the various items usually appearing on a Company’s Balance Sheet, 

and then to deal with one or two cases of somewhat special interest. 


What is Business Capital? Marshall’s Definition 

Prof. Marshall, in his Economscs of Industry, after stating that “ the 
term Capital has many uses both in the language of the market-place 
and in the writings of economists,” defines Business Capital as follows— 

Trade capital may be defined to consist of those things which a person uses in 
his trade, such as the factory and the business plant of a manufacturer, that is, 
his machinery, his raw material, any food, clothing, and house room that he may 
hold for the use of his employees, and the goodwill of his business And, of course, 
we must add to the things in his possession those to which he has a nght and from 
which he is drawing income: including loans which he has made on mortgage or 
in other ways, and all the command over capital which he may hold in the form 
of shares in railway companies, otc , and again of money which he may keep with 
his banker. On the other hand, debts owed by him must be deducted from his 
capital. This may be taken as the standard use of Capital for the purposes of 
business life. . 

In order thoroughly to understand the rules laid down for the ascer- 
tainment of capital in the 1915 and 1916 Finance Acts, it would be well 
for us first of all to observe wherein they differ from “ the standard use 
of Capital for the purposes of business life.” 

It will be noticed that neither the Act nor Prof. Marshall mentions 
the Share Capital of a business. The Share Capital does not necessarily 
represent the total capital of a business, and in many businesses only 
represents a portion of such capital. 

Prof. Marshall’s sentence is a detailed explanation of the ordinary 
accountancy definition that Capital is the excess of Assets over Liabilities. 
Now Part III of the Fourth Schedule to the principal Act also provides 
that “the capital of a trade or business shall... be taken to be.. , 
assets ” less “borrowed money or debts.” In paragraphs 2 and 3 
however, certain assets which are specifically included by Prof. Marshall 
(such as “shares of railway companies ”) are excluded from the com- 
putation of Capital. Paragraphs 1 and 3 deal chiefly with the basis ot 
valuation of the assets. 

The note at the end of paragraph 1 allows assets which have been 
purchased out of undistributed profits to be included as Capital, but 
„Section 52 of the 1916 Act states that such additions to Capital must be 
assumed to take place at the end of and not during the accounting period" 


607 











Business : Organisation - and « Management 





e 


when the profits were made. Just ‘as income is added to principal in 

compound interest calculations with periodical rests (say, yearly or half- 
yearly), so the “rest ” for the addition of undistributed business income 
to business capital is to be assumed to take place at the end of each 
accounting period. 

It is somewhat curious to note that while Part III of the Fourth 
Schedule is chiefly concerned with the valuation of the assets, the point 
on which there was the most discussion when the Bill was before 
Parliament was as to what had to be considered as the liabilities. 


How to Arrive at the Capital of a Business 

Despite the distinction implied by the heading of the left-hand side 
of a Company’s Balance Sheet “ Capital and Liabilities,” in a wide inter- 
pretation of the term the whole of the items on that side may be termed 
liabilities. As Mr. Montagu pointed out in the House of Commons, 
these liabilities may be divided into three classes: (a) liabilities to the 
proprietors ; (b) liabilities to others than the proprietors ; and (c) nominal 
accounts such as reserves and redemption accounts. Under heading (a) 
we have Share Capital, or Partners’ Capital and Loan Accounts; under 
heading (b) we haye Trade and Loan Creditors; and the items under 
heading (c) are generally of two kinds—they are either depreciation 
accounts which are provisions against the book value of the assets and 
therefore in mathematical language might be termed negative assets 
rather than positive liabilities, or they represent reServe accounts or 
undivided balances on Profit and Loss Account, which are further amounts 
due to the proprietors. 

If, therefore, the items coming under heading (c) be divided into two 
groups, the former being deducted from the book value of specific assets 
and the latter added to the items under heading (a), we have only two 
kinds of liabilities, those to proprietors and those to non-proprietors. 
Now, if for the moment, we assume the book value of the assets (after 
deduction of any reserves under heading (c) ) to 1epresent the value of the 
assets on the basis of the rules laid down in paragraphs 1 and 3 of Schedule 
4, Part III, such value less the liabilities under heading (b) will give the 

capital of the business. 

In practice, however, the book value of the assets often differs con- 
siderably from the value of the assets on the basis laid down in the Act. 
In this case the relation between the Share Capital of a Company and the 
Business Capital is more involved. The Business Capital is the Share 
Capital, with the addition of balances on Profit and Loss Account, General 
Reserve Accounts, etc. (or the subtraction of a debit balance on Profit 
and Loss Account), and with the addition (or subtraction as the case 
may be) of any difference between the value of the assets and liabilities 
as shown by the books and as determined under the Act. * i 
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The Deduction of Dabontives from Capital . 


During the Committee stage of the 1915 Bill a good deal of discussion 
took place as to whether debentures were to be deducted from the assets 
in arriving at capital. Did they belong to group (a) or group (b)? Were 
the debenture holders in effect a special class of proprietors analogous 
to the Ordinary or Preference Shareholders, or were they merely secured 
creditors? The discussion of this interesting point gave great scope 
to the accountancy members of the House. The decision that debentures 
should be deducted was eventually arrived at not so much on theoretical 
grounds as on the practical ground that it had already been decided that 
interest on loans and debentures was a deduction from profits and there- 
fore the debentures had to be deducted from the assets in order to safe- 
guard the Revenue against a double allowance for the same thing. If 
for example, 5 per cent. Debentures had been issued in a period subsequent 
to the standard years and the proceeds expended in assets, and if the 
debentures had not been made a deduction from the assets in arriving 
at_capital, then an allowance of 6 per cent. (under the original Act) 
would have been obtained for the increased capital in addition to the 
charge of the 5 per cent. interest allowed to be deducted from the profits. 

This decision is a special case of the general principle laid down in 
paragraph 2 that if the income derived from an asset is taken into con- 
sideration, the asset shall be reckoned as capital, and conversely if a 
revenue charge*is deducted from the profits then the loan or debenture 
shall be deducted from the capital. 

It is this principle which explains the omission from Business Capital 
under the Act of some items included by Prof. Marshall in Trade Capital, 
é.g., things from which a company may be “ drawing income, including 
loans which he may have made on mortgage . . . shares of railway 
companies, etc.” 

The interest on investments is under section 8 of Schedule IV, Part I, 
excluded. If this had not been done excess profits duty might not only 
have been levied “on the company making a profit but might also 
have been again levied in certain cases on that portion of the profit 
which might be receivable as dividend by another company. In order 
to avoid this double assessment, income from investments is not brought 
into the computation except in exceptional cases, and the investments 
are, therefore, excluded from the capital computation. 


The Valuation of Assets 

The rules prescribed for the valuation of the assets are that the value 
should be the actual cost less any unpaid purchase money, or the value 
of the considgration at the time the asset was acquired when the assets 
were paid for otherwise than in cash, in each case after allowing for 
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“proper” wear and tear. In practice this allowance means the wear 
and tear allowed for Income Tax purposes, the impropriety of which 
is often a sore subject with commercial meñ. 

The proviso in paragraph 3 that assets acquired otherwise than for 
cash shall in certain circumstances only be taken at the value of the 
material assets is put in to prevent inflation of values, and this explains 
another difference between Prof. Marshall’s complete definition of capital 
which includes goodwill and that which is practicable for taxation 
purposes. Mr. Montagu, when this question of goodwill was discussed 
in the House of Commons, said— 

Our design 1s that goodwill should, of course, be paid for where a price in money 
or in sbares has been subscribed for by the public or the shareholders in the com- 
pany. Then I think ıt would be a legrtimate charge for goodwill. What we wish 


to exclude 1s where a man in forming a company has paid himself for his goodwill 
by means of an issue of shares to himself. That is clearly a negation of capital 


The general principles underlying the calculation of Business Capital 
may, therefore, be summed up as follows— 

(1) The assets must be taken at their cost price or when not acquired 
by purchase for cash at the value of the consideration at the time when 
they became assets, less “income tax” allowances for wear and tear 
and other Revenue allowances such as special “ writings-off,”’ etc. 

(2) Debts must be taken at their nominal amount, less Revenue 
allowances for bad and doubtful debts. 

(3) Borrowed money or debts (including debentures) must be deducted. 

(4) Investments are not to be taken into account (except under 
special circumstances), and generally if an item of income or charge is 
excluded in the ascertainment of the profits the corresponding asset or 

“liability must be excluded from the computation of capital 


The Increase or Decrease of Capital 


Before we consider the practical application of the above principles 
to the assets and liabilities usually appearing on a Company’s Balance 
Sheet, let us consider the manner in which any increase or decrease of 
capital can take place. 

In this connection it may be useful if we first consider how the capital 
of a private individual with an annual income can be varied. It can be 
increased or reduced (a) by gifts received or made out of capital; (b) by 
gains or losses on Capital sales and purchases; (c) by appreciation or 
depreciation of assets; and (d) by a surplus or deficiency on Revenue 
Account being transferred to Capital Account, say, at certain intervals. 

Now bearing in mind the relation already explained between Share 
Capital and Business Capital, we may arrive by means of analogy at 
- certain methods of variation in Business Capital. The business capital 

of a company can be increased or reduced (a) by fresh Share Capital being 
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introduced into the business or by Share Capital being repaid to Share- 
holders and by investments made out of surplus business cash or invest- 
ments realised in order to provide cash to be used for business purposes ; 
(b) by gains or losses on capital sales (e.g., sale of Plant and Machinery) ; 
(c) by “proper” depreciation of assets; and (d) by the accumulated 
profits or losses which after payment of dividends, etc., form an addition 
to or subtraction from the business capital. 

After the increase or decrease of capital has been ascertained by 
preparing a detailed statement of the assets and liabilities valued in 
accordance with the rules laid down in the Act, it will often be found 
useful to prepare a reconciliation of the net variation in the capital for 
the period with the variation arrived at independently (and probably 
very approximately) under the above headings. This analysis forms 
a useful check on the amount of the variation in capital. The profits 
or losses used in the analysis must be those as adjusted for purposes 
of excess profits duty and differences between the book value and the 
“ Act ” value of the assets and liabilities will, of course, form part of the 
reconciliation. 

(To be continued.) 





The School of Accountancy 


' THERE are attractive posaibiltties for ambitious young men ın the career of the 
professional accountant, whose services, largely owing to the multmplication 
of joint stock companies, are in daily ifcreasing demand Though entrance to 
one or two of the societies is limited to artacled pupils, this need be no 
ripe le barrier to the profession. The membership and qualifying diplomas 

er influential societies are open to any student capable of passing the necessary 
ie een and many highly success‘ul accountants possess no other qualifica- 
tions. That special coaching is necessary for these valuable examinations goes 
without saying, and the postal tuition furnished by the School of Accountancy 
(2 West Regent Street, Glasgow, and 10 Essex Street, Strand, W C 2) has secured 
highly success‘ul results The curriculum covers a very wide variety of subjects. 
A complete course of traiming 1s provided not only for all the various examinations 
for professional accountants, but for those of the Chartered Institute of Secretaries, 
the Incarporated Secretaries’ Association, the Institute of Bankers, the degree of 
Bachelor of Commerce, and the commercial examinations of the Royal Society of 
Arts, the London Chamber of Commerce, and the National Union of Teachers 
There is, further, an excellent course for the diploma of the Institute of Cost and 
Works Accountants, while apart altogether from examinations, there are special 
courses of training for the ordinary business man, be he director, manager, account- 
ant, ar secretary, who desires to increase his efficiency and strengthen his position 
in the business. The Principal (Mr. J. D. C. Mackay, F.L.A A.) is assisted by an 
Advisory Board of well-known business experts, and a big staff of successful tutars. 
Fall particulars ef the various courses of tuition are given in the prospectus, a copy 
of which may be obtained by any student on application direct to the School. 
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Encouraging Staff Efficiency 


Big Assurance Company's Lead to Employers 


HE complicated question of the advantages, if any, which a clerk, 
ought to obtain by devoting time to the study of the theory of the 
business in which he is engaged and submitting to test examinations 
in it, has been untangled a little by the action of the Commercial Union 
Assurance Co., Ltd, and its associated offices. 

That company is interested in the Chartered Insurance Institute, 
whose examinations are specially fitted for testing the theoretical know- 
ledge of insurance officials. If, then, one of their staff satisfies the exam- 
iners in Part I of that examination, he is to receive an immediate addition 
to his salary of {10 a year. If he passes to the grade of Associate he is 
to receive a bonus of £20 in cash, and if he proceeds to the degree of 
Fellow a bonus of {30 in cash. These degrees entail really hard work 
in spare time. But they make the recipient a much more useful member 
of the staff, and it is only right that employers should be ready to 
acknowledge the improvement. 

But the Chartered Insurance Institute is not the only body which 
offers to test the value of the study and knowledge of thgse who seek to 
enrol themselves amongst its members. There is the Chartered Institute 
of Secretaries, whose examination for the degree of Associate and Fellow 
now demand a very high standard of special and general knowledge. 
There is the Incorporated Association of Accountants, of whom the same 
may be said. Finally, many great companies, such, for instance, as the 
Dunlop Rubber Company, are urging their employees to take advantage 
of the University courses in Birmingham, and are offering substantial 
benefits to those who succeed. But there are many employers to whom 
Education is, and remains, without any interest whatever. At the Mansion 
House the other day we saw the prize distribution to those who had 
gained special successes in the Chamber of Commerce examinations in 
the theory and practice gf mercantile affairs for which 10,000 candidates 
entered—so great is the desire for knowledge. 

It is entirely unlikely that more than 2 per cent. of these Chamber of 
Commerce candidates are likely to get even a five-pound note from their 
employers to celebrate their success. If they want their due reward 
they will seek it elsewhere than in their present employment. We feel 
sure that it is only necessary to call the attention of employers to this 
important point to induce them to consider what it means to have an 
intelligent educated class of employee as compared with a lọt of loafers, 
unfit for any test, and unwilling to improve their minds. 
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Current Transportation Problems 


By GEO. B. Lissexpen, Author of ‘ Industrial Traffic Management,” eto., etc. 
11. Demurrage 


F as a trader has a right to require that his goods shall be con- 
veyed to their journey’s end with all reasonable despatch, so has a 
railway company a right to demand that their wagons shall be unloaded 
promptly on arrival at the destination stations, and we must confess 
to having little sympathy with those traders—and there are not a few! 
—who complain that these carriers are rigidly enforcing their demurrage 
regulations. You cannot have it both ways—you cannot keep several 
vehicles of inwards traffic under load for seven or ten days (as many do) 
and then cry out because the railway companies are unable to supply 
you with sufficient rolling stock for your outwards goods, or are com- 
pelled to put up their rates, or both. We-prophesied years ago that the 
practice of regarding railway wagons as first-class warehouse accommo- 
dation, and using them as such, was an evil one, and was bound eventually 
to disappear because it reacted on those other traders who cleared their 
goods within the specified time, but the war has hastened the fulfilment 
of this prophecy. 


The Legal Enactment 

Now let us consider the strict legal relationship of the trader and the 
railway company in this connection. To begin with, Section 5 of the 
Railway Rates and Charges Order Acts of 1891 and 1892 empowers the 
railway companies to charge a reasonable sum, by way of addition to 
the tonnage rate, for the detention of trucks or the use or occupation 
of any accommodation, before or after conveyance, beyond such period 
as shall be reasonably necessary for enabling the company to deal with 
the merchandise as carriers thereof, or the consignor or consignee to give 
or take delivery thereof; or, in other cases in which the merchandise is 
consigned to an address other than the terminal station, beyond a 
reasonable period from the time when notice has been delivered at such 
address that the merchandise has arrived at the termimal station for 
delivery. Then there is Clause 8 of the railway companies “ General 
Conditions” of conveyance which provides as follows— 

After the termination of the transit goods carried or conveyed by the Company 
will be subject in addition to the charge for carriage to further charges for demur- 
rage of 3s. per truck per day and is. per sheet per day in the case of traffic con- 
veyed in Railway Companies’ trucks and of 6d. per truck per day for Siding Rent 
in the case of traffic conveyed in Traders’ trucks, or in the case of such goods as 
are unloaded ffom the truck to reasonable charges for rent or services performed, 
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until they are removed from the Company’s premises, and similar charges will be 
made with respect to goods the delivery of which cannot be effected.by the Com- 
pany in consequence of incorrect or insufficient address. Provided that no such 
charges shall be made if the Company have not given proper opportunity for the 
removal of the goods or the discharge of the truck. 

When specially constructed trucks are used, 6s. per truck per day demurrage 
will be charged on trucks.constructed to carry 15 tons and under 20 tons, 12s. 
per track per day on trucks capable of caprying 20 tons and under 30 tons, and 
20s. per truck per day on trucks capable of carrying 30 tons and above. 

Incidentally it must be pointed out that if a consignment of goods 
is charged and conveyed at a rate which includes the delivery service— 
at a “ Delivered ” rate that is—and the railway company have a cartage 
staff at the station to which the goods are consigned, it rests with the 
company to cart the traffic and in that event no question of demurrage 
arises; but if the consignment is conveyed at a “ Station to Station” 
rate no responsibility to deliver lies with the railway carriers. Thus, 
in May, 1914, the Lancashire & Yorkshire Railway Company brought an 
action in the Manchester County Court to recover 9s. for demurrage on 
two railway wagons consigned to Hope Street Goods Station, Salford, 
in the name of Messrs. Readhead & Co., builders and contractors, of 
Cheetham Hill Road. For the plaintiffs it was said that although the 
sum concerned was small the case was important. Section 5 of the 
plaintiff’s Railway Rates and Charges Act empowered them to charge a 
“reasonable sum” by way of addition to the tonnage rate for certain 
services rendered at the request of a trader or for his convenience. 
These two trucks were laden with eighty-five plain Meal boards, and 
arrived at Hope Street Goods Station early on the morning of 8th July. 
An advice note was at once posted to Messrs. Readhead pointing out 
that demurrage would be charged if the trucks were not unloaded within 
two days. Clause 8 of the conditions of the advice note provided that 
after the termination of the transit, the goods, if not removed within 
the two days, were subject to charges of demurrage of 3s. per truck per 
day and Is. per sheet per day. In spite of this notice the defendants 
allowed the goods to remain unloaded for three days beyond the specified 
time. It was true that Messrs. Readhead’s foreman requested the ser- 
vants of the company to deliver the wood, but he was informed that 
they were unable to do so, as it was just before the King’s visit, and 
they were very busy. They were not bound to deliver, as the rate paid 
was only from station to station. In a recent case, in which the North 
Eastern Railway Co. were concerned, the Railway and Canal Commission 
decided that a rate of 1s. 6d. per day, which was now sought to be 
recovered, was reasonable. 

The defence raised was that the railway company could not recover 
in this case, because in all similar previous transactions with the defen- 
dants they had delivered the goods on request, and had charged for that 
delivery ; and because, if they had carried out the reqifest to delivér 
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the timber on 10th July, there coutd have been no charge for demurrage.” 
At the time, the defendants were badly in need of the timber. 

Judge Mellow, K.C., in giving judgment for the plaintiffs for the 
amount claimed and costs, said that in such cases as this railway com- 
panies were only in the position of ordinary carriers, and could please 
themselves whether they delivered from the station to the consignee’s 
premises or not. The fact tħat when able they did deliver did not 
oblige them to deliver when they told the consignee their vehicles were 
all engaged on other deliveries. If consignees, under such circum- 
stances, wished to escape the demurrage charges, they must either take 
their goods away themselves or get other carriers to do it for them. 


Who is Responsible for Truck Demurrage 


Apart from any special contract providing to the contrary, it is the 
party who orders the trucks—the consignor who fills them and forwards 
them by railway—who is responsible for any demurrage which may be 
incurred at either end of the journey. The first important case deciding 
this point was G. & S.W.R. v. Polguhatrn Coal Co., Lid., which came 
before the Ayr Sheriff Court in March, 1914. Here the pursuers sued 
for {48 4s. 6d. in the name of demurrage charges on certain wagons 
which had been used by the defenders for the transport of coal from 
their collieries at New Cumnock and Drongan to the harbours of Irvine 
and Troon fer shipment. Shortly, the facts are these: In 1908 the 
Caledonian, Glasgow & South Western Railway, and North British 
Railway Cos. gave notice that on and after Ist February, 1909, demurrage 
would be enforced in respect of undue detention of wagons against 
traders, and that the persons giving the orders for wagons would be held 
primarily responsible for the payment of the charges. A test case was 
thereafter raised between the railway companies and the coalmasters, 
in which the coalmasters challenged the right of the railway companies 
to make such charges. In this case the railway companies were suc- 
cessful in establishing their right to charge demurrage at certain rates, 
and to make certain conditions as to the use of their wagons, sheets, etc. 
After that test case was decided there was a general settlement of accounts 
between the coalmasters and the railway companies, but the Polquhairn 
Coal Co., among others, settled the claim against them for demurrage 
with the exception of the sum sued for, which was claimed in respect of 
demurrage at Troon and Irvine, in connection with traffic which had 
been consigned to a certain shipping agent there. The defenders main- 
tained that they were not responsible for the demurrage, that the coal 
was bought at their colliery and that when they put the coal into the 
wagons and consigned it to the shipping agent they had nothing more 

* to do with either the coal or the wagon, and had no responsibility of any 
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»kmd in the matter. The railway campany, on the other hand, main- 
tained that the Polquhairn Co. had ordered empty wagons for their 
traffic; that these wagons were supplied upon the condition that the 
person ordering them was to be responsible for all the charges, including 
demurrage, and that no matter what the bargain was between the coal 
company and the shipping agent, they were entitled to claim from the 
former all their charges, including the charge sued for. 

The case had been pending in Ayr Sheriff Court since June of the 
previous year. Sheriff Brown issued his judgment in favour of the 
railway company. He found that the pursuers were entitled to make 
the stipulation which they did make,.and that, as the coalmasters 
ordered and used the wagons, they were bound to pay the demurrage 
rates, although the delay might be caused by their customers at the 
delivery end. 

A case somewhat similar to the above—in that it distinctly laid it 
down that it is the consignor who is liable for the demurrage charges— 
came before the King’s Bench Division in April, 1917. It was Great 

* Western Railway v. Dafen Tinplate Co., and the plaintiffs, under con- 
signment notes signed by the defendants, conveyed tinplates from the 
defendants’ works at Dafen'to various sheds upon the premises of the 
Swansea Harbour Trust. The route followed was over the plaintiffs 
system as far as a certain point. From that point the trucks containing 
the goods had to be taken over the lines of the Swansea Harbour Trust 
to the sheds in question on the quay side. The plaintiffs did the haulage 
over the Harbour Trust lines and placed the trucks at the sheds in a 
position suitable for discharging, the rate charged by them for convey- 
ance being 2s. 8d. per ton, and the charge made for the haulage services 
being 3d. over and above the rate. There was never any delay in transit 
so long as the trucks remained on the plaintiffs system. But when 
they passed on to the Swansea Harbour Trust system delays frequently 
arose from causes which were entirely beyond the control of and which 
were not caused by any default of the plaintiffs. By a condition indorsed 
upon the consignment note it was provided that “ after the termination 
of the transit, goods carried by the company will be subject in addition 
to the charge for carriage to further charges for demurrage. Provided 
that no such charges shall be made if the company have not given proper 
opportunity for the removal of the goods or the discharge of the truck.” 

By a circular letter the plaintiffs gave the defendants notice that in 
the event of demurrage being incurred upon wagons loaded by the 
defendants, or upon sheets covering the same, and detained upon the 
lines of the Swansea Harbour Trust at Swansea, the defendants would 
be held responsible by the plaintiffs for the payment of such demurrage, 
the contract of conveyance being with the defendants; and that the 
railway stock upon the Harbour Trust lines would be treated as upon . 
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a private siding, and that the defendants would be allowed four clear - 
days, exclusive of the day of arrival, before demurrage would become 
chargeable. 

The Court held that the contract between the parties was one whereby 
the plaintiffs agreed to carry partly over their own system and partly 
over the Swansea Harbour Trust lines, and one which the plaintiffs were 
bound to-accept. It was by amd in consequence of the defendants’ 
request that the trucks had to be taken over the Swansea Harbour Trust 
lines, where they were detained until it was possible for them to be 
unloaded at the sheds. The condition in the consignment note that no 
charge should be made if the plaintiffs had not given proper opportunity 
for the removal of the goods or the discharge of the trucks only referred 
to events happening after the termination of the transit, and further, 
did not refer to a detention of the trucks upon the lines of the Swansea 
Harbour Trust. The plaintiffs were therefore entitled to recover the 
sum claimed for demurrage in respect of the detention of the trucks on 
the lines of the Swansea Harbour Trust. 

Held, also, that Clause 5, Sub-clause 4, of Part 1 of the Order only 
referred to the detention of trucks before or after conveyance, and 
therefore did not apply to the case. But the keeping by the plaintiff 
company of the defendants’ goods in their trucks until the consignees, 
to whom on the defendants’ order they were bound to deliver them, 
were ready to take them was a service provided and rendered by the 
company withig the scope of their undertaking by the desire of the 
defendants within the meaning of Part 4 of the Schedule, and the plain- 
tiffs were entitled to, recover the demurrage as being a charge under 
Part 4, it being admitted that the charge was reasonable. 


Demurrage not Payable if Consignee not Advised 
By the way, if the railway company omit to advise the consignee of 
the arrival of his traffic they cannot make him pay if the wagons are 
not cleared within the proper period. Thus, in the Dunfermline Sheriff 
Court, on 2nd July, 1913, the North British Railway Co. claimed 7s. 6d. 
for five days’ demurrage on a wagon of sand delivered to William Brown, 
Contractor, Lochgelly. The Sheriff dismissed the claim with expenses 
and said that he could not hold that delivery of the wagon on a siding 
which the pursuers knew did not belong to the defender could be re- 
garded as intimation to him of its arrival. There was no necessary 
room for presuming that the defender knew of the arrival of the wagon. 
There might be no duty on the carriers to give notice, but they could not 
hold the consignee in default if, in fact, he was unaware of its arrival, 
and there were no circumstances which imposed upon him the duty of 
knowing. In the present case there were no such circumstances. if he 
(the Sheriff) was right in these contentions, it was apparent that the 
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plaintiffs never tendered the sand*to the defender at all, and the ques- 
tion of the reasonable period for taking delivery did not arise. There 
was no evidence that the defender delayed unduly to take delivery when 
he had knowledge of the arrival of the sand. 

Buf a railway company ts bound to advise the consignee of the 
arrival of his goods, and unless the consignee is so advised the railway 
company cannot enforce demurrage Charges. This was made clear by © 
Sheriff-Substitute Craigie in the Glasgow Sheriff Court on 19th December, 
1913, in an action at the instance of the Caledonian Railway Co. against 
Mr. Charles Ross, Coal Merchant, 93 Broomloan Road, Govan, Glasgow. 
The Sheriff found that from March, 1909, to November, 1912, defender 
had consigned to him many wagons of coal at Govan station ; that the 
most of these were placed by pursuers in a siding known as No. 12, and 
a very small number of them in other sidings; that pursuers gave no 
notice of the arrival of wagons which they had placed in siding No. 12; 
that it was necessary to give notice to defender as a condition of suing 
him for demurrage as regards these wagons ; and that, as they had failed 
to prove notice of arrival as regards wagons placed by them in other 
sidings, they could not insist in the action. He therefore assoilzied 
the defender with expenses. 

The experience of Messrs. W. F. Storey & Son—as described in the 
case of G.N.R. v. Storey & Son tried in the Grantham County Court in 
June, 1915—is so typical of what many others have had to contend 
with during the last few years that the decision must be referred to 
herein. 

The railway company sued the firm named for 10s. 6d. for siding 
tent charges. Defendants counter-claimed 25s.- for an unnecessary 
journey caused through the company’s negligence. Plaintiffs’ case was 
that road material was consigned to defendants at Ancaster Station in 
August last. When it arrived, notice was sent to defendants informing 
them that if the goods were not cleared in two days siding rent would 
be charged. The wagons were not cleared, and rent was thus charged 
after four days. Mr. Storey, in defence, said he ordered four wagons 
a day to be delivered, but to suit their own convenience plaintiffs kept 
back two or three, and then would send him seven or eight at a time. 
Once they sent him thirty-six wagons in a day. The consequence was 
that he was bunged up and could not clear them. On 8th August he 
was carting granite from Hougham Station, but one wagon did not 
arrive until four days after he had finished hauling and necessitated 
another journey. After some argument, his Honour said defendant 
failed in his counter-claim, and as the matter stood he gave the railway 
company a verdict on the claim, but he did not think they ought to 
claim it. 

Equally interesting and instructive is the case of G.W.R. v. Chas. 
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Thompson—tried in the Granthafn County Court in May, 1918. The 
company claimed £11 for demurrage on wagons and sheets, whilst the 
defendant counter-claimed {14 15s. damages sustained by plaintiffs 
failing to provide accommodation for unloading. Dr. Lindley, in defence, 
acknowledged that the wagons had not been cleared in the free period, 
but contended that there were no reasonable facilities provided for un- 
loading them. Since the milifary platform had been constructed there 
was practically less than half the road that could be used at the sidings, 
and every time defendant used his wagons they were delayed, and he 
could not get delivery of his goods. In consequence of that he had 
been put to extra expense in carting, amounting to £14 15s. His Honour 
found that defendant was physically unable to unload most of the 
wagons within a reasonable time, but there was inexcusable delay in 
some instances. He gave plaintiffs a verdict for £2 9s. 9d. on the claim, 
and also a verdict on the counter-claim. 

In conclusion, reference must be made to the claim which is so often 
put forward to the effect that a trader should be credited with the time 
which he saves the railway company by clearing his goods before the 
allotted time. This was urged in the case of Caledonian Ratlway Co., 
sic., v. Lanarkshire Coal-masters’ Association, and was dismissed by Lord 
Mackenzie in these words— 


It is necessary to refer to an argument used by counsel for the traders in sup- 
part O ee eee ee This consists in crediting to 
the trader whatever free time is saved. over the whale iod of a week, or a 
month, as the case may be, it is ascertained that the total time has not been 


is to discharge with all reasonable despatch. If he does this, he does no more 
than his duty, and is not entitled to credit for the remsinder of the free ime. 
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Art in Advertising 
By A. LHONARD SUMMERS, 


| Boece advertisers and advertising experts are everywhere 
appreciating the attractiveness and great value of illustration in 
publicity campaigns. It is, of course," unquestionable, though only a 
few years ago advertisers, through inexperience, or from a regard for 
false economy, failed to conceive the real utility of pictorial illustration, 
and were chary of adopting it in consequence. But all this is now 
rapidly changing, and the educational value as well as the magnetic 
influence of illustrations in all forms of publicity are being adequately 
recognised, with the pleasing result that advertisements are becoming 
really worth attention ; in fact, they compel attention, and many people 
candidly confess to coming under the spell of their gentle fascination. 

By “ illustration,” I mean genuine art, of course. Many illustrations 
we see used are crude and poor in quality, and so fail to attract, it must 
be admitted; but as an earnest student of advertising as well as a 
writer and illustrator, I am in the unique position of being able to criticise 
and practically test relative values, and from lengthy experience I am 
firmly convinced that really good, distinctive illustrations are not only 
appreciated by the bulk of intelligent people, but that they quickly arrest 
and command attention where mere words and cold type often fail. 
I do not necessarily refer to coloured illustrations assoctated with the 
lurid poster, but more particularly to the book type of illustration. 

In consequence of the trend of things, first-class artists are now 
turning serious attention to the possibilities of advertising. Academicians 
are frequently engaged upon work for our hoardings, although such 
men are not necessarily the best for the purpose, as their work, excellent 
in itself, may fail to grasp the essential point of appeal commercially, 
or its execution may not be appropirate to the occasion. Where possible, 
it is always desirable that the artist should be a good commercial man, 
with the “selling instinct,” or possess some knowledge of the technique 
of advertising, “ display,” etc. 

The argument that illustrations and blocks are “expensive” is 
entirely futile, and must never be given the least consideration. Some 
of the more enlightened advertisers to-day wisely allow the illustration— 
the arresting feature of their announcement—+to occupy three parts of 
the space, predominating over all else, and find it productive of the 
best results. It is, of course, important to remember that the effect of 
good drawings must not be marred by inartistic type. Picture and 
letterpress must harmonise completely, or there will not be the strength 
and quiet dignity about the advertisement which are so attractive to the 
reader, and make such an effective appeal to his desire to purchase ° 
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For the small business wader, or tha man engaged in the uphill task of building up a 
new business, this instructive articls will be of great value. 


The Organisation of a Small Office 


By We. A. Surra, A.O.W.A. 


Ds the last few years numerous books have appeared dealing 
with office organisation, but there seems to be a paucity of 
instructive literature relating to the administration of a small office. 
Many of the men commencing business to-day are technical experts but 
they know but little of office routine and have neither the time nor 
inclination to labour through voluminous text-books upon the subject. 
Yet, to a large degree, the success of each undertaking is dependent 
upon the ability of the principal to install and maintain an efficient 
system of records that will show at all times the tendencies of the 
business. A systematic arrangement of information and accounts is 
necessary in every business and many failures may be attributed to 
neglect in recording facts and figures for comparisons, and as a basis 
upon which to determine future policy. The writer hopes that this 
article will be of some value to those about to open a small office 
and it is to such readers that his remarks are more particularly 
addressed. : 


Definition of System 

The word “System” has become hackneyed and is oftentimes 
misused to describe a collection of files, card indexes and forms. It is 
true that certain equipment is necessary to every office, but the apparatus 
is the instrument of the method and not the method itself. Nuttall defines 
system as “ A combination of parts into a whole,” and if we view our 
office system in this hght we shall see that system stands for co-operation, 
forethought and orderliness. Without these there is no system, whatever 
patent files are used. If the parts are to be combined into a harmonious 
whole, there must be uniformity, and thus system reduces all constantly 
recurring matters to routine. The principal should be free from all 
routine work, but a properly designed system will provide for periodical 
reports of progress and so keep him in close touch with the activities 
of each department. 

At the outset it will be well to determine definitely the duties to be 
performed by each member of the staff. Misunderstandings will be 
avoided by the issue of written instructions stating when, how and by 
whom the several duties have to be done. A schedule of this description 
fixes responsibility and is the first step towards systematic work. The 
general method of control will be dealt with in a later paragraph. 
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Accommodation and Equipment 


Having formed at least a tentative plan of action we are in a position 
to judge°what office accommodation is required. The most suitable 
location will be dependent upon the nature of the business. Provided 
circumstances do not dictate that the officg be in the vicinity of a factory 
or warehouse we have only to select agreeable city premises. The ideal 
office is easy of access, well ventilated, free from noise and situated to 
admit the maximum of daylight. While overheating results in listlessness 
and loss of interest in the work, the office should be furnished with heating 
apparatus to ensure comfort for the staff, as it is obvious that discomfort 
will distract attention and result in reduced efficiency. It will be 
necessary to use artificial light during the winter months, and the lamps 
should be arranged to shine upon the work and not in the eyes of the 
workers. The judicious placing of lights is reflected in better work 
and a small lighting bill, while insufficient illumination causes eyestrain 
and mistakes. In choosing our premises we must also bear in mind 
the future development of the business, and allow for reasonable 
expansion or we may have to pay dearly for our want of forethought 
at a later date. 

Before we consider the working equipment of the office, the routine 
must be definitely planned and the furniture arranged to meet the 
requirements of the plan of work. The comfort and convenience of each 
individual worker will determine what kind of desk is best for his or her 
use and the greatest care must be exercised in the choice of desks and 
chairs to ensure that production be not reduced by discomforts. It 
is well to remember that labour always costs more than equipment 
and that any device which tends to reduce labour or increase output is a 
profit-bearing investment. A visit to the well-known office-furnishing 
houses will be helpful, as desks and fittings are now made to answer 
every purpose. Flat top desks are preferable to the roll top style in 
that the latter obscures light and vision and the pigeon holes are dust 
traps and a hiding place for papers that are better kept in the file. 

Unless the work of the small office is of a special character calling 
for the use of special calculating and counting machines, addressing 
machines, etc., it will be well to postpone the adoption of such devices 
until their need is felt. A typewriter is indispensable and a duplicating 
machine generally pays for itself in a short time. It is hardly necessary 
to mention such general equipment as dating machines, rubber stamps, 
hand numbering machines, letter baskets, stamp affixing machines, 
as these have their place in every commercial office. The merits of the 
Protectograph cheque writer are worth investigation, as this device 
engenders a sense of security from cheque frauds that well repays the 
outlay. Whatever apparatus we. instal it should be of *the best. 

622 





The Organisation of a Small Office 





Inefficient tools are productive of indifferent work and demoralising to the 
worker. A good typist will soon become weary of trying to write good 

_ letters with an impossible machine, the filing clerk will be careless with 
his filing if the filing system is only a burying ground. The equipment 
must be selected to meet the particular requirements of the business; it 
is not profitable to purchase haphgzard in the hope that the articles will 
fit in somewhere. 


Stationery 


Our correspondents will judge us by our stationery and due regard 
should be paid to the quality and style of letter heads, order forms and 
invoices. An effort must be made to render all outgoing forms distinctive 
from the mass that comes with the every day mail. We shall be well 
advised to engage a designer to draw up an original heading, perhaps 
incorporating a trade mark or symbol, and to use this one style throughout. 
A stock number should be allotted to each form and a record kept of date 
bought, name of supplier, price, etc., which will perform the dual function 
of a buyer’s guide and a record of consumption. Stationery should not 
be kept in the drawers of desks but in a suitable cupboard and one 
person be responsible for its good condition and the maintenance of 
ample supplies. The routine forms necessary to the business must be 
considered in connection with the peculiarities of the case, but it is 
economical to employ standard rulings when possible and to test the 
applicability of each special form before placing orders for quantities. 
A duplicating machine is exceedingly useful for this purpose. 


Correspondence 


We will now turn to the incoming mail. The proprietor will probably 
decide to open all letters himself or allocate the duty to his chief clerk. 
Much time can be lost in sorting and re-sorting letters if a systematic 
method is not adopted. The mail of a small office can be conveniently 
divided into three sections, viz., Orders, Cash and Enquiries. A letter 
basket should be allotted to each class and the documents placed in the 
appropriate basket as soon as opened and examined. It is important 
to stamp the date of receipt on every letter and to send a reply or at 
least an acknowledgment on the same day. A register of incoming 
correspondence is hardly necessary in a small office, but it is well to 
maintain an Order Register, which we will discuss later. Telephone 
calls form a part of the correspondence and provision must be made to 
record these effectively. The whiter has found the following method 
exceedingly satisfactory. Pads of message forms are prepared and a 
duplicate record is made of each call by the use of carbon paper. One 
cSpy is handéd to the person concerned and is filed in the regular file 
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when attended to. The other copy is placed in a Loose-leaf binder 
alphabetically under the caller’s name. The binder is always kept on 
the telephone desk and is consulted when queries arise. An illustration 
is giver of the form used, the size is 3 ins. by 6} ins. 

This brings us to study how letters should be answered. A polite, 
lucid, concise style should be cultivated and where possible-the principal 
should sign all the outgoing mail, When reference to previous corre- 
spondence or a record is necessary before a letter can be dictated, much 


Telephone Message. Date Time 
Firm’s Name 
and Addrass ’ Phone No. 
Massage given by for 
hd 
Takon by 


Give thm Copy to peson interested. 


A DUPLICATE OF THIS FORM IS FILED IN A LOOSE-LEAF BINDER KEPT ON THE 
TELEPHONE DESK. 


time will be saved by securing all the required information before begin- 
ning to dictate. Certain definite times should be allotted for attention 
to correspondence as it is impossible for the typist to give her best work 
when constantly interrupted to take spasmodic notes. 

At times heated communications may be received and the desire to 
answer in kind shouid be curbed. When in doubt dictate the reply one 
day and sign it the next. 


The Use of Standard Paragraphs 


È The mail will bring many letters that can be conveniently and 

quickly answered by standard paragraphs. Paragraphs to suit all 

routine purposes should be carefully drawn up, numbered and in- 

dexed. The principal should indicate on the incoming letter the, 

paragraphs to be used in reply and thus save considerable time. This 
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method results in better letters, as the paragraphs can be prepared when 
one is in the mood and a touch of the blues will not be reflected in the 
outgoing correspondence. The paragraph system makes it possible 
to dispose of the letters quickly and effectively and leaves more time 
for the consideration of matters that call for special attention. 


Method of Copying Letters 


Many advocate that press copies showing signature be taken of all 
correspondence, but carbon copies save considerable time and the 
difficulty regarding signature can be overcome by the principal initialling 
the copies when signing the originals. A carbon copy is certainly better 
than a blurred press copy and does not involve a separate operation. 
When copies are taken in a letter book or by a machine on separate sheets, 
the copying must be done after the letter is written and signed and 
this work is generally rushed at the last moment to catch the post, fre- 
quently with disastrous results to both the original and copy. The carbon 
copy of reply should be attached to the incoming letter and filed with it, 
and thus separate letter books and indexes are entirely dispensed with. 


Correspondence Filing 

As a general rule the small business man learns by bitter experience 
that a properly designed Filing System is essential to efficient adminis- 
tration. At the outset he buys a few box files from the local stationer 





ILLUSTRATING A FLAT FILE DRAWER WITH INDEX (See overleaf) 


or is induced to purchase an all too elaborate miscellany of folders, 
guides, etc., by an ardent “system” salesman. In either case he soon 
sepents and i is compelled to scrap the equipment or re-arrange the method 
“of classification to suit the business. Filing devices should be chosen 
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with the greatest care and with the requirements of the business in view, 

-as loss of time and money is the inevitable result of ill-considered buying. 
Although standard indexes will answer most purposes, the character 
of the correspondence must necessarily determine the method of filing 
and classification. Under some conditions a simple alphabetical arrange- 
ment will give the best results, while in gther cases geographical or topical 
divisions should be employed. 

When the correspondence is of a miscellaneous character, consisting 
of but one or two letters from each correspondent, a Flat Filing System 
is preferable for the reason that the indexes are sub-divided for the 
classification of a large mass of transient correspondence and the required 
document can be easily removed from the drawer without disturbing 

_ any other. 


Vertical Filing 


The Vertical File possesses decided advantages over the flat file 
when it is desirable to keep all letters from each correspondent separate 














SHOWING THE NUMERICAL ARRANGEMENT OF VERTICAL FILE 
FOLDERS AND GUIDES IN SERIES OF SEVEN 
‘The first two pombons are guides numbered in tens to factate reference to the folders oontammg the 
$ correspondence, 


from all others. This condition applies when a continuous correspondence- 

is carried on with the majority of the customers. Broadly speaking, 

there arẹ three distinct arrangements of Vertical File indexing, viz., 

Alphabetical, Numerical and Geographical. The alphabetical is desirablt 
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in the majority of small offices while the numerical is particularly suitable 
when the correspondence with each customer is voluminous and cross 
indexing is an outstanding requirement. The numerical method has 
many supporters as it permits of unlimited expansion without re*arrange- 
ment of the folders containing correspondence, and the index shows 
definitely whether any documents relating to a particular firm have been 
filed. It, however, involves the use of a separate index to the numbers, 
- and this is its great disadvantage in comparison with the alphabetical 
system. 























A CARD INDEX EBY TO THE NUMBERS 


The numbers may signify names or subjects and mmmerous cards may be used to index the contents 
of one folder by subjects and names, 


E at Systems of Vertical Filing with Numerical 
ec E 


Various alphabetical systems have been designed under which the 
correspondence is filed in alphabetical order and a numerical check 
provided against mis-filing. Notable among these are the Alpha-Merical 
System and the Numer-Alpha System. The latter assigns a number to 
each alphabetical division and the customers’ folders are decimal 
numbered. A register of the numbers is kept on the guide card which 
constitutes an index to the folders falling under that particular division. 
An alphabetical folder is provided for each division to accommodate 
miscellaneous correspondence when there is not enough from one source 
to justify a separate folder for each correspondent. 

The Alpha-merical system is somewhat similar in that each 

alphabetical division is numbered and a folder is allotted to each division 

„for miscellaneous correspondence. No register is kept on the guide cards 

ånd the decimals are dispensed with. The main guide numbers are 
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written on the tabs of customers’ folders to indicate the proper position 
of folders in the index and to reveal misplaced ones. (See illustration.) 

Whatever system be adopted it must be borne in mind that simplicity 
is the key note of filing efficiency and complicated arrangements should be 


< Moores L7 
“AMPIAMERICAL. ; 





AN ALPHABETICAL ARRANGEMENT OF VERTICAL FILE GUIDES 
AND FOLDERS IN SERIES OF FIVE 


The firat two positions are taken b a o. thr b folder for 
miscallancous cocrespondence, and. the poly separate docs a sane, a 


avoided. Schemes that appear pretty in the Filing Equipment show- 
room often involve great clerical labour without compensating results. 
The main question to decide is whether the system is speedy in operation 
and whether it will produce the letters for reference in a,minimum of» 
time. 
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The Letter Sorter e : 


Labour is saved in filing by sorting the letters first. It is exceedingly 
inconvenient to do this on a table or desk particularly when space is 
limited or there is a strong draught. A simple device consisting of a 
trough-shaped box fitted with division guides overcomes all difficulties. 
The letters are placed in the {‘sorter” under the appropriate main 
divisions and thus-all correspondence for a particular filing drawer is 
brought together ready for filing. The clerk is saved unnecessary 
journeys to and from the file and repeated opening and shutting the 
same drawer is avoided. Letters may be retained in the “sorter” 


mm 





. A USEFUL LETTER SORTER 


until it contains a sufficient number to warrant clearance and so further. 
time is saved in filing. The “sorter” promotes orderliness and is a 
boon to the clerk who has to file letters in his spare time. A heavy 
correspondence must be filed daily, and the task should be assigned 
to a responsible individual. It is bad policy to leave this important 
work to inexperienced boys. 


Estimates 


Estimates are best written on numbered forms prepared for the 
purpose. The forms can be made up into writing pads with original, 
duplicate and triplicate arranged in sets. The three copies will be 
typewritten at one operation by means of carbon paper, the duplicate 
placed in a Loose-leaf binder in numerical order, and the triplicate 
filed under the customer’s name in the regular filing system. The 
necessity of quoting the estimate number should be indicated on the 
customer’s copy, but in case the customer omit to do so the file copy is 
readily located. 

. (To be continued.) 
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The Problem a Production 


By H. G. JENKINS 
(Concluded.) 


HE second class of production, which has been defined as GENERAL 
PRODUCTION, is the production of articles where there is a 
possibility of repetition work, but where the requirements of an individual 
article are not continuous but offer possibilities of manufacturing by 
similar methods or processes, and presents to us a very different problem— 
perhaps the most difficult of the three classes. 

The definition includes quantities of one type of article—collections 
of quantities of individual items where some features are common, but 
where the individual type prevents continuous production on a large 
scale. The problem may, therefore, be stated thus: to plan the pro- 
duction in such a manner as to take every possible advantage of repetition 
work whilst paying due regard to the avoidance of delay. 

Material involves analysis with reference to date of delivery and 
acquisition by purchase under similar conditions; the carrying of 
judicious stocks to meet a wide range of requirements so as to be able 
to commence production without delay. A strong purchase department 
is needed, working on a definite system, closely co-operative with the 
production department, and capable of meeting the demands in an effi- 
cient manner. The investment problem in material becomes one of 
importance. Material requirements must be carefully planned, and 
co-ordinated over the whole range of the products if economical production 
is to take place. 

The labour problem becomes more involved: what was mainly 
a highly skilled labour problem becomes a more complicated problem 
as the field is widened by the use of semi-skilled and unskilled labour, 
possible by the introduction of repetition work. Skilled labour becomes 
a smaller proportion to the whole labour, and it becomes necessary to 
introduce inspection as a process in order to ensure the maintenance of 
standards of technique and quality in the repetition work. Operative 
and contributory labour introduce a larger proportion of unskilled 
labour, and considerable economies are possible by the adequate use of 
this unskilled labour. Considerably more administration is required 
to deal with the interwoven requirements of each detail of the product 
in each particular manufacturing operation, which creates the necessity 
for detail planning if each part of the product is to be available at the 
right time for assemblmg. The problem of maintaining stocks of parts, 
the balancing of these stocks, planning the production of the parts at the ° 
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correct rate relative to each other, all require systematic handling. One 
part may take a month to produce, another an hour, and provision to 
keep the balance must be made. l 

We are faced next with a wider tool problem. The manufacture of 
special tools required for repetition work becomes a matter’ of great 
importance, the production of these tools in itself requires detail planning 
in its own field. Tools which? in jobbing planning, are a matter of 
cutting only, become in General Production a matter of cutting and 
non-producing, such as jigs, fixtures, etc., and must be given close 
attention. 

Machines and equipment, by reason of their more selective use, that 
is, grouping of various classes of machines, are somewhat simplified, but 
need the constant consideration of balance if the production is not to be 
slowed up by a want of capacity of any particular type of machine which 
will prevent balanced production. 

Technique enters largely into the General Production problem. The 
technique and standard of quality now require careful planning: the 
introduction of detailed instructions, especially to the inspection and 
unskilled labour, are of the utmost importance. 

General Production therefore needs sound administration, close 
regulation, and careful planning of every detail of that production. 
Superintendents or foremen become less directly responsible for the 
final result of production, and workers are still further removed from the 
personal responsibility for the individual article or part they are pro- 
ducing, and consequently provision must be made more closely to 
regulate the individual operation and effort. The organisation needs 
more development than in the case,of Jobbing Production. Purchasing, 
Storing, Tool Supply, Output Planning, Producing, Inspection, Internal 
Transport, etc., have all become important problems which must be solved 
by efficient system. 


The Problems of Mass Production 
The -third class of Production is Mass PRODUCTION, defined as the 
continuous production of similar articles on lines of maximum economy. 
Most of the problems of General Production are present also in 
Mass Production, but, dealing with larger quantities and continuous 
demand, helps to a considerable extent the precise planning of production. 
The term “‘ Mass Production ” has been and will continually be a very 
much misused term. Mass Production can only exist where conditions 
are stable. This class of production is essentially a stable condition 
of manufacture, the problem being to produce continuously in large 
enough units each class of product to enable sectionalisation of manu- 
facture into self-contained units which will make maximum economy 
* possible. *In order to determine the ability to manufacture on Mass 
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. Production lines, it is first of all necessary to determine the economical 


unit of production. That is the minimum amount of each class of plant 
required to enable the fastest manufacturing operation to be kept in 
continuous production, and all other operations balanced so as to enable 
this condition to exist. This reference must be to both machines and 
labour. Mass Production aims at producing at minimum possible cost, 
and it is essential to maintain this condition and if this is to be 
the case, absolute standardisation of the product is an essential. This 
standardisation must be both commercial and technical, that is, a standard 
of quality and technique maintained. 

Mass Production enables overhead expense to be reduced to a mini- 
mum, and this is only the case when producing in such quantities as to 
enable all factors to be kept in regular balance. The Mass Production 
unit is complete in itself, and if it is desired, to double the production or 
multiply it to any extent, duplication or regwar expansion of the minimum 
unit will achieve at least this result. `: 

The capacity of the personnel must be carefully measured and kept 
in balance with all other elements. By Mass Production it is possible 
to reduce waste to a minimum. 

To sum up, if it is intended to manufacture on a Mass Production 
basis, the minimum economical unit of production must first of all be 
determined, a steady demand for large quantities of each type of product 
must exist which will enable each item of product to be dealt with in a 
complete self-contained unit where stability of material supply, design, 
quality, manufacturing process, and all the contributory elements of 
production can be assured. Each of these production elements must 
be carefully studied in detail and provided for by detailed instructions 
and by detailed system maintained in balance, and be free from external 
influences. Mass Production cannot be effective unless continuous 
production is possible under standardised conditions and administered 
to extreme detail in a completely scientific manner. Then and then 
only is it possible to obtain the full economic benefits of this class of 
production, and if these fundamentals are accepted it is obvious that 
planning all details far in advance becomes the main essential. 

Having completed the classification of Production and realised the 
objects to be obtained, and reviewed the elements of Production, we must 
turn to the practical application of the principles enumerated under 
these heads, which practical application may be called planning. 


Planning for High Production 

Planning is the devising of a scheme, and, in relation to Production 
planning, is the devising of a scheme for the organisation of the elements 
of that production so as to enable the manufacture of the product to take 
place in an orderly manner and within the shortest space of time possible. 
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At the beginning it must be reAlised: that it is of no use planning 
a single element of production: to be effective all elements must be 
planned if the desired result is to be achieved. 

Having enumerated the elements fully in each class of production, 
a review of the planning of each of these elements can be made. This 
planning of the elements is applicable to each class of production to a 
varying degree of intensity. In the case of Jobbing Production to a 
small degree; in the case of General Production to a larger degree ; 
and in that of Mass Production to an extreme degree. It is not possible 
in this article to do more than indicate ‘the general lmes of this planning 
under each head, and the application must again be made with due regard 
to local conditions. 

In the first place Material must be planned, its quality, its delivery 
to stock, its inspection, its ing, its delivery to the producer (worker 
on machine). Secondly, tool8}qol material: delivery must be planned, 
the manufacture of the tools, their availability when required for manu- 
facturing the product, their repair, renewal in sufficient capacity to 
obviate holding big stocks, etc. Next, the Machine itself. Its hourly 
productive capacity, its rest intervals for repairs, setting of tools, sharp- 
ening ,of tools, cleaning, etc., must all be carefully realised and planned 
accordingly. It is only by planning the machine hours required to manu- 
facture each detail part of the product with due allowance for the inci- 
dentals of machine usage that it is possible to make use of the machine 
to the fullest °extent and to balance the various types of machine 
effectively. Labour—skilled and unskilled—must be planned so as 
to make the most effective use of it. There is a definite requirement 
for each class and grade of worker to fulfil the various processes, and 
this must be determined by planning labour, realising that sickness, 
accidents, irregularity, etc., etc., are all real factors which must be 
provided for in the plans. Then the actual planning of the work must 
be by detail process, each process being given adequate consideration, 

~ recognition of wastage at each process, and provision of the necessary 
safeguards for the replacement of defective work. Planning all the 
subsidiary plant required to deal effectively with the volume of work 
also needs most careful attention. Labour requires to be planned with 
regard to the balance of all types—skilled and unskilled. The machine 
operator and the labourer, the inspector—in every phase must the 
required volume be forthcoming at the time it is required. 

It is therefore essential to realise that planning is not a matter of 
concern to the department which is responsible for the output only. 
Planning is necessary of finance—to be ready to finance the production ; 
of employment—to provide the labour required; of plant—to provide 
contributory facilities to the production ; of inspection—to furnish the 
‘necessary methods and standards, etc., by which the quality of the 
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product is to be measured, in sufficiént time and volume to effectively 
deal with the demand; storing-—to provide the capacity for handling 
stocks of material and parts during the period of production. Production 
calls into, being all the elements of manufacturing, and must therefore 
include all these elements in its plans. 

The last phase of production with which it is proposed to deal is 
that of administration. 

The necessary co-operation of all elements in production has just 
been referred to in detail, and in the administration of these there must 
be definite executive control—-control that is effective, that will do 
sufficient in all directions to prevent waste and delay, that will co-ordinate 
every phase of production in an effective manner. Supervision must 
be provided which will ensure responsive effort on the part of the worker, 
and, by the quick perception of error or lack of essential means of 
production, contribute to the satisfactory working of the whole. 

There must be maintained in each individual a sense of responsibility 
for his individual contribution to production, and each executive must be 
kept fully informed as to his effectiveness in carrying out the part for. 
which he is responsible. 

Co-operation throughout the whole plant is the final essentjal to 
efficient production. 











Mr. Stafford Cooke discusses what is ofien a sore poini among shareholdere—ihe 
directors’ power to fill a casual vacancy amongst their number. _ 





Casual Vacancies in the Office. of 


Director 
By H. O. Srarrorp Oooxn, F.O0.1.S8. 


HE Articles of Association of most companies provide that upon 

the occurrence of a casual vacancy amongst the directors, the 
Temaming directors shall have the power to elect a shareholder to fill 
the vacancy, such director, however, being subject to retirement on the 
expiration of the full period for which his predecessor had been elected. 
It has often been a sore point amongst certain shareholders that this 
power of electing directors is not resident in the shareholders as a whole, 
instead of in the select circle of the remaining directors only. It is, 
of course, not overlooked that the shareholders as a body always have 
the power of determining the period of directorship of any person so 
elected, if they are content to wait for the expiration of the time for 
which his predecessor was elected. This period may, however, be quite 
a lengthy one; and unless the mdividual elected happens to be par- 
ticularly ill-chosen, shareholders as a rule are averse from taking so 
drastic a step as to put forward a proposition that some other person 
be elected in ‘his stead. 

While such a power exists, either in the company’s Articles of 
Association, or, as in the case of Parliamentary or statutory companies, 
by statute (contained in the Companies Clauses Consolidation Act, 
1845), it is but natural that boards of directors do not offer voluntarily 
to abnegate their rights m this respect. So long as the directors, in 
the exercise of their right, are actuated solely by a desire to elect some 
individual whose qualifications, business experience, connections, or 
what not will be of service to the Company, and not by any desire to 
place in power one of their own relatives or connections, regardless of 
his capacity as a business man, there are many arguments in favour of 
this power of election being in the hands of the directors. For one 
powerful reason, the directors, being generally a small body of persons 
only, probably themselves business men, will not be harassed by the 
conflicting claims of a large number of shareholders who happen to hold 
the necessary number of qualifying shares, such as would probably be 
the case if the matter of the election were left an open one for the share- 
holders in general meeting to decide. And in this latter event, any 
election to a vacant directorship would very likely devolve into an 
unseemly scramble for the seat, and a general canvass by those with 

*the greatest influence amongst the shareholders to be selected. And 
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another point in this connection is fhat the fact of any person being 
invited by the directors to become one of their number is an indication 
that he is considered likely to prove a colleague with whom the others 
will be akle to work in harmony. 

In the actual election to a vacancy, usually the claims of the man 
with a big stake in the company will be carefully weighed ; but, unless 
he is also a sound business man, it may be that another should be pre- 
ferred to him. Possibly the ideal choice for the office of director will 
be the man not only with a big stake in the concern, but with a sound 
general business knowledge as well. Many companies, of course, have 
a managing director, or a general manager, chosen because of his special 
qualifications or knowledge of the particular business ; and such a man 
being chosen, the utmost confidence ought obviously to be placed in 
him; and with a capable man to fill such a position, none of the 
remaining directors need have a special knowledge of the business of 
the company. Their functions are rather, as able men of affairs, to 
weigh all the pros and cons put forward by the respective managers, 
and come to a judicial decision on the merits and demerits of each case ; 
and generally to direct the policy of the company. 

If any alternative course to the generally accepted system of election 
of directors were desirable, the only practical one seems to be that of 
` a small and permanent committee of shareholders, originally appointed 
by the whole body of shareholders, who would, as any casual vacancy 
arose, make their election, either from amongst their owr numbers, or 
from the shareholders generally. It must not be overlooked that if 
boards of directors had not this right, considerable inconvenience might 
“be caused in the case of a company having a small body of directors 
only, by reason of their number falling below that which is necessary 
for the adequate dispatch of business. 








Wherever card systems are inatalled, the adoption of the Card Journal to form a 
continuous record of changes and alterations will be found of considerable advantage. 


‘The Card Journal and its Uses 


By GrorcE M. Corron, C.A. 
. 


Wee card systems are installed, whether in drawers or other- 
wise, the simultaneous employment of some such continuous 
record of changes and alterations as is here sketched will be found of 
considerable advantage. In principle, the Card Journal is a book 
designed to record additions and withdrawals of individual cards and to 
provide a primary entry for all amendments to cards which are not 
withdrawn or which at most are replaced by an amended card. The 
minimum information given, besides additions, withdrawals and amend- 
ments, is the total number of cards in the drawer at any moment, after 
posting. It becomes simply a matter of ruling to enable additional 
information to be given and the nature and arrangement of the extra 
columns will depend upon, firstly, the function of the particular card 
system, and, secondly, the extent to which its content, in total, is of 
practical use. 

For clubs, societies, charities, and so on, where there is a body 
of members or subscribers, or for libraries and collections, the 
elementary form of card journal is the best. This gives simply 
the minimum information referred to above and the ruling is as 
follows— 


~ (1) 














Total 
Date. Particulars for Cards, Membership. 
1920. Membership brought forward . 312 
July 31 | Additions, minute of this date— 
Š Smith, John, 31 eon’s Avenue ; : ; ; 1 
5 Ein date k x x x . I 
Resignation, minute of te— ' 
Roberts, Percy i 7 ` —Í 
Removed from roll, minute of this dato— ` 
R Swank, Samual : —İ 
ug. 17 | Changes— 
Smith, John, now “ The Beeches,” Langholm . 
Johnston, Sw . : 7 
28 
Hardy, John ; a f i i y 
b Mombership carried forward . 311 








Where there are different classes of members additional columns 
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“can be provided, the single column*shown above being used for the 
total Thus— 





ToteL 








1920, Membership brought forward | 108 | 163 | 41 | 312 
July 31 | Additions, minute of this date— i 

Smith, John, 31 Queen’s Avenue (Town)". 5 1 1 

Harns, ,5 Street (Country) i 2 1 1 

Resigna minute of this date nN 

Hebe Herer (Junior) : i —] | —1 


Removed from roll, minute of this date— 
Swank, Samuel (Town) . . . | —Il | 


Aug. 17 reeks Tha 
Smith, Jo ‘own to Country), now 
“ The oan holm . ‘ —] 1 
Sr a Crate. i 
26 





Deceased— 
Hardy, John (Town) 7 “ . é . | —1 | | —-1 
Membership carried forward | 108 | 165 | 40| 311 




















If the total current subscription income of the association is to be 
shown a cash column is necessary, thus— 


{9}. 


Date. Particulars for Cards. 





Town. 
Country. 
Jow. 
TeL 








Mem bro forward Sia pee 41 | 312 ‘sal 
Addrtions, Dette cf tie sl 


Smith, John, 31 guens Avenuo 
(Town) . 7 1 1 | 
Harns, Henry, 5 Rose Street 
(Country) . | — 1f — 1 
ignation, minute of this date— 
Roberts, P (Junior) . —I1 | —1 
Removed from roll, minute of this date— 
Swank, Samuel (Town)—subecription 
unpaid à . a A . | —1 —ī 


Smith, John (Town to Country), 
now “ The Beeches,” holm . 
Johnson, Sur 

Deceased— 
eer John (Town)—subscription 


1920, 
July 31 

















Aug. 17 








eee ee ne 











a) alm 


Nore.—({1) If Mr, Spaak had pad bis subsctotion beers bel “written off,” of 
course the £7 7s. would not form a deduction in the cash column, the inner columns 
would be as above. Sumilarly, John Smith is assumed above not to have paid and not to 
have been in arrear with his Town subscription at the date when he removed to the 
country. (2) If Mr. Hardy’s subscription had not been paid, £7 7s. would have been eè 
ontered as wiwus in tho cash column. 
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When the individual amounts Uf the subscriptions vary from year” 
to year, as in a charitable society, though the membership remains 
constant, entries on the lines of that under date 17th August in the cash 
column of the last example will be required. 

Card systems are often used as Property ( (Rental) Registers, Mortgage 
Registers, etc. The third ruling given is suitable for these but omitting 
the superfluous “ membership ” columns and adding the “ No. of Cards ” 
column shown im (4). In the case of Mortgage Registers an additional 
inner cash column is necessary in order to record principal sums, while 
the rate of interest may be shown between that column and the column 
used for the annual mterest due. Thus— 


(4) 


Date. Particulars for Cards. a (%) [interest doe irde 
i 


Brought forward — a 

















1920. 
July 31 | Additions— 
Smith, John, on 31 









































Avenue, for 5 years’ interest 
payable at, etc., otc. . | $8 5% 50 
Withdrawal— 
Roberts, Percy (paid off) . |R34 5%, L925 
Aug. 17 es— 
Smith, John, i 
“ The Beeches,” olm! $3 +1% g 
Johpston, Sir eM feat 
to accoun k s . 17 Ah 13 
T nt) | J 44% 
Hardy, John (decd), now 
Executors J ` . | H1 
= Carried forward . £10,700 | + | — [gaoa] 








Such a journal will show the total rental, interest, etc., receivable or 
payable per annum and in the case of mortgages, the total sums invested. 
The same principle may be applied in setting up a card system with 
Journal for an investment register. The cards may contain all relevant 
information regarding each holding, etc., and in entering additions 
through the Journal similar information should be given in the form in 
which it is desired to have it on the card, since posting is done direct from 
the Journal to the card. 
For distinctively office use a form of card register which appeals to 
solicitors, accountants, and others is that of the “ cashier’s reminder.” 
The cards for this scheme are generally kept in drawers and contain 
particulars of all payments due and sums to be collected, with the res- 
pective due dates and the usual symbol and/or number of reference. . 
These last are entered without further detail in an ordinary desk diary at 
the appropriate dates (allowing for the giving of legal or conventional 
* notice in*the case of sums collectable). When the cashier sees under œ 
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date 5th June the sign “CH 57” he goes to the card drawer, division 
“C,” card “ H 57,” and finds that he has to collect on account of Collin- 
son’s Trust, Mrs. Higgins’ rent of £5 for the quarter to Midsummer. By 
dividing such a card drawer into two sections, front and rear, credits 
may be effectively separated from debits. If the volume of transac- 
tions justifies it, however, separate drawers for income and expenditure 
may be adopted. In making entries in “the card Journal for this system 
care has to be taken to ensure that the poster will not post a new credit 
to the debit section. If Mrs. Higgins, instead of receiving a demand for 

payment of £5, were to receive a cheque there would be trouble at the 


cashier’s end. The form of Journal is as follows— 
Numbers of 
Amounts (if any) Carda. 
for Carda, | Dr. Gr. 


Brought forward . — | — | — | 315 | 420 








1920. 
May 28 | Cr. Amendment— 


Mre hie a eare iendea to: MAY: 














ies eano temp A eae a a 
Cr. Addition— 

Thomson's Trust—{1,000 

Bond; coupons due Ist Septem 

and Ist March, per annum . - {T5671 50] -| -| — 1 

M/50June 3 | Dr. Withdrawal— s 
Marren Anco notico no longer 
necessary M50! — | — | —i—1 — 









Morrison : Mutual Insurance Premium 
on Policy No. 000503. for £1,000, 


falls due on 17th July. Adjust 
before that date. (Premium su ject 
to adjustment) . x : . M50] 5) 15] - 1] — 








30 | Dr. Additon— 
Office ; every Saturday pay Caretaker’ 
Wages and stamp Insurance Card . | O8 3/10}; - 1 
Etc., eto. 


i Carried forward EE -f= 816 | 421 


tt TG A A a 
” Nore.——Card M 50 fell vacant on the withdrawal of Mackenzie & Co.'s affair, It is 
therefore entered on the extreme left of the page, and when taken up again on 17th June 
by the new business for Morrison, that entry is crossed out as indicated. WM) 























As a register of insurances a card drawer is most useful, and though 
to persons other than managers of insurance companies the total sums 
insured and the total annual premium charged are not of themselves 
of much importance, the Journal will always provide the minimum 
information, namely, the actual number of policies in forcë being the * 

640 





The Card Journal and its Uses | 


number of cards in the drawer. Additions, cancellations, and alterations 
are given effect to through a card Journal in the usual manner and the 
ruling will be on the lines of (4) on page 639. 

The card system is pre-eminently suited for such records as inventories 
of plant, furnishings, and equipment, and here again the card Journal 
is almost a necessity. It cay be written up from the entries in the 
financial books, and its total will always agree with the balance at 
debit of the particular asset account in the nominal ledger. The cards 
themselves each represent a unit of equipment, and contain (as a mini- 
mum) invoice date, description, and price, inventory number (which is 
attached in duplicate to the article itself), and the exact location of the 
article. The cards can be so arranged as to represent the actual equip- 
ment of each department separately. Transfers from one department 
to another can be given effect to in the Journal, but unless such transfers 
are followed out in appropriate nominal accounts there is no need to 
extend the values of the articles transferred. 

The above notes do not pretend to be exhaustive since the well- 
known adaptability of the card system enables one to use it for almost 
any purpose in substitution for bound books, especially where re-writing 
annually or periodically is to be escaped. The concurrent use of a card 
Journal ruled and written up to suit the particular purpose will serve 
to enhance the detailed information provided by the cards themselves 
by adding a totalised information which will always be of value. In 
any case the provision of a check which can be exercised at any 
moment to verify the number of cards in use is not without advantage, 
and as already stated even the simplest form of card Journal will give 
such an opportunity. It is well always to provide a column for the 
symbol and/or number and it is possible so to operate the Journal as to 
show what (if any) reference symbols are not in use, thus obviating 
continual extension of the series and retaining as nearly as possible its 
original sequence. (See Note to (5) page 640.) 

The book itself may in the simpler forms quite well be of such a size 
as will slip into the card drawer on top of the cards. Needless to add, 
it is essential that in practice no interference with individual cards should 
be allowed without an entry in the card Journal, and in the writing up 
of the latter only those who know what they are doing should have.a 
hand. The value of both Journal and cards will be destroyed by ignorant 
and partial handling. 
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Notes for the Company Secretary 


By ALIBERT Onnw, Barrister-at-Law; Author of “C 
Law: The Companies Consolidation Act, 1908” 


II.—The Doctrine of ultra vires as Applied to Limited 
Companies 


The Extent and Meaning of “ultra vires” Acts 
Ce acts and dispositions which a company or its agents (f.¢., 
directors) do or purport to do may be void on several grounds : 
they may be expressly forbidden by statute, they may be contrary 
to the general policy of the law as expressed or implied by particular 
statutes, they may be against public policy, or they may be beyond 
the powers of a company; or, more shortly, sira vires. All, except 
the last mentioned, being destitute of all legal effect, are, therefore, 
void. The last is void, not because it is illegal, but because there being 
no power to do the act, the forms gone through which purported to 
perform it were inoperative ; and the act, if done at all, was not done 
by the company, but by the person whose hand actually did it, and 
therefore brings the company under no liability. The law of sra 
vires in its relation to limited companies arises from the fact that a 
company is created by law, and can only have those rights and powers, 
express or implied, conferred upon it by law. If the agents (#.6., 
directors) of a company purport to do acts on its behalf exceeding those 
powers, such acts, though not illegal, are as far as the company is con- 
cerned, null and void; that is, they are not the acts of the company. 
The doctrine of wra vtres is a development and extension of the law 
in relation to acts purporting or proposed to be done by public utility 
companies (¢.g., railway, water and canal companies) governed by the 
Companies Clauses Acts, 1845 to 1889. It was held that these com- 
panies had no existence independent of the Acts which created them, 
and that such companies were companies merely for the purposes for 
which they were incorporated, and had no existence for any other pur- 
pose (6.g., a railway company cannot carry on the business of coal 
merchants, nor can a canal company use one of its reservoirs for the 
purpose of letting boats for hire). The fundamental principles which 
are laid down in connection with these statutory companies, governed 
by the Companies Clauses Act, 1845-1889, apply with equal force to 
limited companies governed by the Acts of 1908-1917. The leading 
case on the doctrine of séra vires is that of Ashbury Railway Carriage 
s` Co, v. Riche (1875), 7 H.L. 653, which held that a compamy created . 
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by the Companies Acts, 1862 (now Incorporated in the Acts of 1908- 
1917), is not thereby a corporation with inherent common law rights. 
The objects of a company proposed to be incorporated under that Act, 
as stated in the memorandum, cannot be departed from except where 
expressly allowed by the Act. Consequently a contract made by the 
directors of such a company upon a matter not included in the memo- 
randum is #Hra vires of the company, and is not binding on the com- 
pany. Nor can such a contract be binding on the company, though 
afterwards expressly assented to at a general meeting of the share- 
holders. Being in its inception void, as beyond the provisions of the 
statute, it cannot be ratified even by the assent of the whole body of 
shareholders. ; 


Limitation of Powers of a Limited Company 


A company incerporated under the Companies Acts, 1908-1917, 
is limited as to all its powers by the purposes or objects of its incorpora- 
tion, as expressed and defined in the Companies Acts of 1908-1917, 
and the memorandum of association which is the charter or dominant 
instrument governing a company. The powers of such a company 
governed by these Acts (supra) cannot exceed those expressly or by 
necessary implication conferred by its memorandum of association ; 
and such powers can only be extended, altered, or restricted by virtue 
of the Acts of 1908-1917 or by an Act of Parliament. The law of “ära - 
vires as it affects directors will be dealt with fully in a subsequent article ; 
but it will be sufficient here to state that if directors act ura vires the 
company, they are jointly and severally liable-to make good to the 
company any loss it has sustained; and it is impossible for such 
directors to procure from the company, even with consent of every 
member, a discharge from such liability, or a ratification of the 
unauthorised act. A company cannot do any acts or make any con- 
tracts or dispositions which are foreign to the purposes or objects o 
its incorporation, and any such acts, contracts, or dispositions are sHra 
vires of the company and void ad initio; and a company cannot do 
anything inconsistent with, or repugnant to, the objects or purposes 
for which it is incorporated, except in pursuance of some statutory 
power. 


Memorandum of Association and “ultra vires” Acts 
The function of the memorandum of association must state the 
objects of a company (4.¢., it must specify the objects; it must delimit 
and identify the objects in such plain and unambiguous language that 
the reader can identify the field of industry within which the corporate 
aotivities are to be confined). [Cotman v. Brougham (1918), A.C. 522.] 
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It is usual to conclude the objects clause in the memorandum by general 
words (e.g., to do all such other things as are incidental or conducive 
to the attainment of the above objects or any of them). It does not 
follow, therefore, that everything is #Hra vres the company which is 
not expressly included in the memorandum. Whatever may fairly be 
regarded as consequential upon or intidental to the objects as stated 
in the memorandum ought not, unless expressly prohibited to be held 
as «ira vires. [Attorney-General v. Great Eastern Ratlway (1880), 
5 App. Cas. 473.] That is to say, the doctrine of Hra vires must be 
applied reasonably even where the memorandum does not, as is usual, 
conclude its objects by those general words authorising such acts as 
are incidental or conducive to the other objects of the company. 

The funds of a company cannot be applied to objects or purposes 
unauthorised by the memorandum, however desirable such an applica- 
tion may appear to be (6g., a company cannot pay the cost of pro 
ceedings in respect of a libel upon its directors; but may do so where 
the libel not only affects them, but is also calculated to injure the com- 
pany itself. [Séuddert v. Grosvenor (1886), 33 C.D. 528.] 


The Test whether any Act is “ultra vires” or Not 

This is laid down by Buckley, L.J., in Attorney-General v. Mersey 
Raslway (1907), 1 Ch. 99, as follows: “To ascertain whether any par- 
ticular act is ##va wres .. . or not, the main purpose must first be 
ascertained; then the special powers for effectuating that purpose 
must be looked for; and then, if the act is not within either the main 
purpose as described in or the special powers expressly given by the 
statute, the inquiry remains whether the act is incidental to or con- 
sequential upon the main purpose and is a thing reasonably to be done 
for effectuating it.... The doctrine of sra vires is to be reason- 
ably and not unreasonably understood and applied; and whatever . 
may fairly be regarded as incidental to or consequential upon those 
things which the Legislature has authorised, ought not, unless expressly 
prohibited, to be held by judicial construction to be sra vires. By 
way of illustration, let me suppose that the main purpose found... 
in the memorandum is to carry on an hotel, and that express power 
is given to buy land and to build; and that as to anything further 
the memorandum is silent... . In a large number of cases, the main- 
tenance of a garden and pleasure grounds would be tira vires. The 
legitimate extent of these would depend upon circumstances. . | 
If the hotel was at Bundoran in the County of Donegal, it might be 
inira vires to lay out and maintain in good order a golf links... if 
the hotel were in the Strand, the’ proposition would cease to be trues y 
The question is not, however, whether the business can be conveniently 
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Notes for the Company Secretary 

or advantageously conducted with*the principal business authorised, 
but whether it is by necessary implication incidental or accessory to it. 
[Attorney-General v. London County Council (1901), 1 Ch. 781.] Thus 
a limited company formed to work a patented machine may purchase 
the patent, and a.colliery company has an implied power to sell its real 
estate. [Letfchilds case (1885), 1 Eq. 231; and Kingsbury Colteries 
(1907), 2 Ch. 259.] It is tntva vires for a trading company to borrow 
money on its property. [General Auction Co. (1891), 3 Ch. 436.] 


Effect of “ultra vires” Acts : 

Any act, contract, or disposition sira vires of a company is incapable 
of ratification, and therefore cannot be made valid by the assent with 
full knowledge either of a general meeting or of every member of the 
company. [Ashbury Carriage Co. v. Riche (supra).] A company and 
its directors will be restrained by injunction from parting with any of 
its property in carrying out a transaction sra vires of the company 
(¢.g., paying dividends out of capital, or to one class of shareholders 
in prejudice of the rights of another class; purchasing the company’s 
own shares or the shares of another company when not authorised). 


Ultra Vires Acts 


1. No company other than a private company can commence any 
business or exercise any borrowing powers, unless and until the following 
conditions have been duly complied with, viz., minimum subscription 
has been obtained and shares to that amount allotted; the directors 
have paid on shares which they are liable to pay for in cash, the same 
amount as members of the public 'must pay on application and allot- 
ment, together with a statutory declaration that the foregoing con- 
ditions have been complied with; and if there is no prospectus, state- 
ment in lieu thereof must be filed with registrar. (Section 87 of the 
Act of 1908.) 

2. No part of the paid-up capital of a company can be returned 
to its members by way of dividends upon shares. The sanction of a 
general meeting can give no validity to such a proceeding, and even 
the sanction of every shareholder cannot bring within the powers of 
the company an act which is not within its powers. [Pistcroft’s case 
(1882), 21 C.D. 519.] Interest may, however, be paid out of capital 
in the circumstances, as provided by Section 91 of the Act of 1908. 

3. No part of the paid-up capital of a limited company can be 
returned to a shareholder in purchasing his shares [Trevor v. Whsiworth 
(1888), 12 App. Cas. 409]; mor may a company advance capital to a 
director to make such a purchase. This involves a reduction of capital 

*which invariably requires the sanction of the Court. 
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4. No limited company can apply any of its shares or capital money, 
directly or indirectly, in payment of any commission, discount, or allow- 
ance as consideration for subscribing, or agreeing to subscribe, or pro- 
curing or agreeing to procure subscriptions for any of its shares, whether 
absolutely or conditionally. Where a director made a loan of £100 to 
his company in consideration of his being allowed to take up 200 f1 
shares in the company at 10s. each, it was held that the transaction 
was a contract to issue shares at a discount; and that the director, 
by assenting to the allotment, made himself liable to pay the full 
nominal amount. of the shares in cash. [Im re James Pilkin (1916), 
W.N. 112.] There is, of course, an exception to this rule as regards 
the power to pay underwriting commissions as provided for by 
Section 89 of the Act of 1908. 

5. No part of the capital of a company can be returned to its 
shareholders in reduction of capital, except in accordance with the 
provisions of the Companies Acts, 1908-1917 (¢.g., reduction of share 
capital under Section 46, which requires a special resolution, t.e., a 
three-fourths’ majority and confirmation by the Court). 





The Discovery of Manganese Steel 


ee a ee of 

steel—was interestingly told by the inventor, Sir Robert eld, 
Bart., F ERS, in the Datly Mail. Incidentally, Sir Robert points out that steel is 
the supreme key industry of Great Britain, and records the disturbing fact that we 
have dropped tens of millions of tons behind in the steel-making race, and while, 
for example, England produces between ten and eleven million tons of steel a year, 
America is manufacturing between thirty-seven and forty mullion tons. 

I toa tively new field I other allo 
what 1s irae Riedy ne aria Very letia wori had then been done ae Cee rt 
ee ve nema effect of different elements upon mon then pre wore 
CO. 


have been expected, 
timo- mith. very high tena . Ordinary mild steal a equivalent to 90 tons per 
with SS ees Coen nee 


‘fa value, This peculiar steel is non-magnetic, and another 
of ıt rs that quenchmg with water renders it tougher mstead of beittle, as with carbon 


til harder by 
a very valuable quality, because the more severely it is tested the better rt is, 
The discovery gave engineers a new material to work with, one with greater 
wear-resisting qualities, and therefore infinitely more economical, than any other. 
"The steel Helmets used by. Britsk troops during the war, which were admittedly 
stronger and better than any others, were made af manganese steel. Its superiority 
in the manufacture of tramway and railway lines has been abundantly demonstrated, 
whilst Sir Robert declares that without manganese steel alloys the modêrn motor-car ° 
could not be produced. 
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No longer a “ relarding department,” the Inspection Organisation, properly 
administered, ranks as a productive department par excellence. - | 





The Inspection Organisation’ 
By W. J. Hisoox, Progress Manager of a well-known London firm 


HE productive value of the Inspection Department is not to be 

despised, for it can and does exert a wonderful influence. Inspec- 
tion ensures high-grade workmanship, and this is reflected in the sales ; 
whilst in the factory it plays a direct part in facilitating production 
and increasing output. It is no longer the “retarding department ” 
of bygone days, when, owing to inefficient organisation and the mass 
of opposition encountered, it seemingly did nothing but frustrate the 
efforts of those concerned with production, either by passing through 
work of an obviously low standard, or by returning work on account 
of technical inaccuracies, without regard to the circumstances under 
which the work would be used. 

To-day the process is reversed. The inspector has a sympathetic 
understanding of the functions of every specific piece, and technical 
inaccuracies are overlooked in favour of practical utility. Low-standard 
machining is not now allowed to cause trouble and delay in the 
assembling stop; and the fact that an hour or so longer is necessary 
in the machine shop to bring work up to the standard, does not stamp 
the inspection department as a “retarding department,” but rather 
as a productive department, inasmuch as such a decision ultimately 
means time saved. 

As emphasized in the first part of this article, however, the inspec- 
tion, to be effective, must be thorough; and, apart from thoroughness 
in regard to operations of work in progress, it must be applied to every- 
thing entering and leaving the factory. Just as it is of no use inspecting 
an assembled unit to find defects in the machining of the component 
parts, so also is it of no use to inspect a machined part to discover 
defects in the material. Inspection must start at the very beginning, 
and continue right through until the completed article is ready for 
despatch. 

It is proposed to set forth in this article what may be described as a 
real, live inspection organisation, which may be applied with success 
in practically any engineering factory. The principle is “inspection 
of everything,” and by its application it is almost impossible for any- 
thing, no matter how small or apparently unimportant, to be neglected. 
It is comprehensive, and at the same time simple, for the factory is 

e divided i such a way as to allow the inspection of a specific article 
to be performed by an expert. 
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Functions of the Inspection Department 


The inspection department proper is concerned with production, 
and is therefore responsible for every piece actually used in the 
assembly of the unit. Speaking broadly, the inspection department 
must examine and pass (1) Raw materiads (castings, forgings, pressings, 
bar material, sheet material, etc., etc.); (2) machining operations ; 
(3) finished parts purchased from outside sources; (4) sub-assemblies ; 
(5) final erection; and (6) loose accessories. It is proposed to deal 
with these in rotation. 

(1) It is essential that all raw materials are examined and certified 
as in order before any operation is performed. In the case of castings 
and forgings, of course, an operation has been necessary to bring them 
into existence; but, to all intents and purposes, they are under the 
classification of “raw materials.” In the factory where the volume 
of work justifies it, special inspectors are in charge of castings and 
forgings ; and it is'their business to check the parts with the dimen- 
sions given upon the drawing, to know whether sufficient material is 
available for machining, and to ensure that no flaw ‘or defect exists. 
It is not patt of the machining inspector’s duty to look for any of these 
defects. He has the right to assume that the casting or forging, when 
it reaches him, is correct in every detail. 

Bar material must be inspected immediately upon regeipt into the 
factory, and for this to be done effectively the inspector must have a 
copy of the purchasing department’s requisition, so that he may become 
conversant with the terms of the order in regard to quality and accuracy. 
In one case, ordinary commercial bar may be ordered, and this may 
be accepted within wide limits; whilst, in another case, bar is ordered 
which must be accurate to one-thousandth part of an inch in diameter. 
It will thus be seen that, for the inspector to discriminate, he must 
know exactly what is ordered, and it is obvious that a copy of the 
actual requisition is the best medium for ensuring this. 

Apart from the inspection of dimensions, the material must be 
examined for flaws and other superficial defects, such as defacements, 
etc.; and then it should be tested for quality. This may perhaps be 
unnecessary in the case of ordinary commercial bar ; but when material 
is required for a particular purpose, necessitating a specific tensile 
strength, the test is absolutely essential. Sheet metal must be gauged 
and examined for flaws and other defects; and in some cases it is 
necessary to test the texture of the material, as it may be too hard or 
too soft for the purpose for which it was ordered. The inspector must 
know the particular part or parts for which the material is intended, 
and here again the copy of the purchasing department’s requisitions 
will give the necessary information. 
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(2) The inspection of machining operations is a most necessary 
proceeding, and unless this is performed expeditiously, delay is inevi- 
table and production consequently retarded. At the same time, it must 
be borne in mind that inspection cannot be rushed, for the result would 
defeat the object with which the inspection department was brought 
into existence. Each and every component part must, at the comple- 
tion of each operation, pass through the inspector’s hands; and if the 
organisation is efficient, this will be done in a systematic manner, with 
an entire absence of delay. 

Various Methods of Inspection 

In one factory the whole of the details actually pass into the 
inspecting room after every operation; whilst in another, travelling 
inspectors examine the part whilst actually in process. The procedure 
in regard to the first method is that in each productive department 
there is an inspecting room, and when the first two or three parts of 
any specific detail have had the operation completed, these, together 
with the operator’s card, drawing and jig are taken to the inspecting 
room. If these are found to be correct, the inspector signifies the fact 
upon the operator’s card (or upon an mspector’s report) and the parts 
returned to the operator, who then proceeds with the bulk of the order. 
If, on the other hand, the parts are incorrect, the inspector specifies 
what is wrong, and the operator must correct and submit again. 
Under no circumstances must the bulk be proceeded’ with until the 
first parts have been approved of and stamped by the inspector. 

The first parts having passed inspection, the order is proceeded 
with; and, upon completion, the whole of the articles enumerated are 
sent into the inspecting room, together with the operator’s card. If the 
whole are passed as correct, the operator’s card is endorsed by the 
inspector, and the articles sent into store or to the section responsible 
for the next operation. The inspector’s signature is the “ hall-mark ” 
and, until this is affixed (and the articles stamped), nothing can be 
accepted either by the store or another productive section. 

Where the whole or a part of the articles on an order fail to pass 
the inspector, that individual must make out a report, setting forth 
briefly the reasons for failure and also his decision. Bearing in mind 
that he has previously passed the first two or three pieces, it is obvious 
that if the bulk are operated upon in a precisely similar manner, the 
responsibility rests, not with the operator, but with the inspector; and 
the onus is, therefore, upon the latter to make absolutely certain that 
the first pieces are correct in every detail before returning them to the 
operator. Assuming, however, that the first pieces are correct, and 
that the bulk are at variance with those first pieces, the inspector will 

* state upon his report what is wrong, whether scrap or rectifiable. If the 
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latter, they are returned to the operator, who must rectify at his own 
expense ; whilst if scrap, replacements are necessary, which must be 
paid for , by the operator. 

The inspector is responsible, not only for quality, but for quantity, 
so far as any specific order is concerned. Assuming that the order 
(or operator’s card) covers 100 pieces, that quantity must be accounted 
for by the inspector. It may not be possible to send the 100 pieces 
to the store or to the next section, owing to causes beyond his control, 
but his report must show where the pieces are; and the following will 
show the summary of his report-— 

“ Number of pieces on order, 100. Number passed, 85. 
Number scrapped, 5. Number to be rectified, 8. Lost in shop, 2. 
Total, 100.” 


- To Avoid Overlapping 

It must be observed that the inspector is responsible only for the 
operation specified upon the order or the operator’s card; and as one 
specific article may pass into the inspection room a number of times, 
it is essential that it is stamped in such a way as to show the inspector 
what operations have previously been inspected. It must also be borne 
in mind that the same inspector does not necessarily examine every 
operation in connection with the same article, and it is essential that, 
the stamps must fulfil a twofold purpose—the identification of the 
imspector and the precise operation passed. To illustrate this more 
fully, let it be assumed that a certain order covers a part upon which 
the following operations are necessary: Turn, Bore, Mill, Drill. The 
order enters the inspecting room, in the first instance, for the examina- 
tion of the turning operation, and this is passed by Jones. This indi- 
vidual has his own set of stamps, and he uses the one which will denote 
the inspection of operation number one. The order next enters the 
inspecting room for the examination of the boring operation, and 
Inspector Roberts undertakes the inspecting. This individual also has 
his own set of stamps, and he uses the one to denote that operation 
number two has been passed. He notes that operation.number one 
has previously been inspected, and so he does not worry about that. 
Now the order comes in for the inspection of the milling operation, 
and Inspector Williams is prepared to use his own stamp to denote that 
operation number three has been inspected. He finds, however, that 
something is wrong. He checks the milling carefully; and, although 
ostensibly everything is in order, so far as his own operation is con- 
cerned, it is apparent that something is wrong. He thereupon checks 
the preceding operations, and discovers an error in the turning. A 
glance at the stamp mark will show that Inspector Jones passed this ° 
operation, and so the matter is referred to this individual for adjustment. 
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In the factory where the inspection of operations is carried out 
whilst the work is actually in progress, the mode of procedure is sub- 
stantially the same. In this case, however, the association of the 
inspector with the work is much closer, and by periodical inspection 
it is oft-times possible to detect discrepancies and have these rectified 
without incurring the delay which is possible where the part is sent 
to the inspecting room. Which is the best method of imspection is, 
however, largely a matter of opinion, although special circumstances, 
such as the class of apparatus, the layout of the factory, and the general 
factory routine, must be taken into consideration. .* 


Finished Products f 

(3) The inspection of finished parts received from outside suppliers 
must be in accordance with the conditions under which the order was 
placed. Here, again, therefore, a copy of the purchasing department’s 
requisition is necessary for the inspector, for this will give the exact 
terms of the order. It may be that a blue print was sent to the sup- 
plier, and the part must be inspected to this, the piece being carefully 
checked and due regard paid to the limits shown on the drawing ; 
whilst if gauges were sent to the supplier, then obviously gauges must 
be used for checking purposes. The general finish of the piece must 
be examined, and the inspector’s report must be intelligently compiled, 


* showing coneisely the defects (if any), whether these are detrimental 


# 


to the piece, and the inspector’s decision in regard to the same. 

(4) Sub-assemblies are inspected from a fitting standpomt, and as 
one piece. The inspector does not look for machining defects in con- 
nection with any part comprising the unit, unless the job is adversely 
affected by such a cause. The inspector assumes that all the details 
comprising the assembled unit are correct, seeing that each detail has 
previously passed inspection, and he directs his energies therefore 
towards the unit as a whole. The order or operator’s card covers a 
definite number of sub-assemblies, and these are inspected either in the 
inspecting room or in the assembling shop, whichever is most convenient ; 
the inspector reporting on these in the same manner as on machined 
operations. - 

(5) The inspection of the final erection follows the procedure adopted 
in the case of sub-assemblies (s.¢., from a fitting or erecting standpoint). 
When this has been accomplished, the unit is ready for despatch, unless 
testing (as in the case of electric motors) is necessary. If this is so, 
then another inspection is necessary after the test, in case anything 
has been displaced during the test. 

(6) Loose accessories are inspected in accordance with the type of 
piece invalved, that is to say, loose machined parts inspected as other 
machined components, and assembled parts as the sub-assemblies 
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already referred to. Sometimes, when each set of loose accessories 
comprise a large number of parts, a general inspection is resorted to 
Jost prior to despatch. 


Tool Inspection 

This may be said to complete the range controlled by the inspection 
department proper; but, to ensure an absolutely efficient inspection 
organisation, many other factors must be taken into consideration. 
The inspection of tools is not one whit less important than the inspec- 
tion of actual prodaction parts; but this duty devolves not upon the 
inspection department proper, but upon the tool-room organisation. 
If the factory is large enough, a tool inspection department is desir- 
able; but in the smaller factory, the head of the tool room assumes 
responsibility. 

The inspection of tools may be divided into the following categories : 
(a) Raw material (high-speed steels, etc.); (b) tools and jigs produced 
in the factory ; and (c) small tools (drills, taps, cutters, etc.) purchased 
from outside. The following procedure may be adopted for inspection— 

(a) For tool inspection, the tool-room imspector (or chief) must be 
considered by the progress and purchasing departments as an inspection 
department, and therefore the copy of the purchasing department’s 
requisition for tool supplies must be sent to the individual responsible 
for inspecting. The raw material will be tested and ingpected, and, 
if passed, sent to the Tool Steel Store, an inspector’s report being made 
out as in the case of raw material for production purposes. f 

(b) The inspection of tools, etc., made in the factory will ‘be done 
at various stages, and a final report made out at the completion of the 
tool, just prior to its receipt into the tool store. As in the case of pro- 
ductive parts, no tool should be accepted into the tool store until the 
inspector’s report is available. 

(c) Drills, taps, cutters, etc., received from outside should be sub- 
mitted to the tool inspector, and the copy of the purchasing depart- 
ment’s requisition is again necessary. Although these may be standard 
parts, it may be that those received, although correct as regards 
quality, are nevertheless not in accordance with the order. A certain 
size of drill may have been ordered, and a different size received, and 
it is just as important that the goods arrive strictly in accordance with 
order as that the quality is in accordance with the standard demanded. 

This disposes of the tool inspection, so far as the object of this 
article is concerned ; but there are other factors still to be taken into 
consideration, before it can be said that the factory inspection organisa- 
tion is complete. New machines, machine parts, machine belting, etc., 
must be inspected by the most competent person, which in this case is 
the head of the millwright’s department ; whilst lamps, cables, and ° 
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other electrical fittings are submitted to the electrician before being 
accepted into store. The individuals responsible must report in exactly 
the same way as the inspector proper, and it should be a hard-and-fast 
rule that no material of any description must be accepted, as correct 
unless the fact is made apparent through the medium of an inspector’s 
report. š 


Sundries 

Sundries, such as emery cloth, waste, wipers, etc., should be inspected 
before acceptance by the chief storekeeper, for even with these articles 
it is possible to get an inferior consignment, at a relatively high cost. 
Special sundries, required to meet the peculiar needs of the factory, 

„must be inspected by a competent person. In this category appears the 
requirements of the plater (powder, acids, anodes, etc.) and the grinder 
and polisher (emery wheels, discs, mops, bobs, etc.), and the inspection 
of such parts should be undertaken by the foreman of the department 
interested. In some instances it may not be possible for a definite 
report to be issued, in regard to quality and utility, at all events, for 
the practical value of the commodity is only apparent after use. The 
primary inspection, therefore, consists in the main of checking to order ; 
and the foreman may, at a later date, supplement his report as a result 
of practical experience, and so influence the Buying Department in 
respect to future orders. For example, a certain type of polishing 
mop may be passed into stock, but when put into use it fails to realise 
expectations. The foreman polisher reports this: fact, and advises the 
Buying Department against placing a repeat order, whilst in some 
instances he recommends the purchase of a specific brand. This is all 
duly recorded, and in the event of a dispute at a later date, or for the 
purpose of a guide for future orders, evidence is available. 

This may be said to complete the inspection organisation ; and if 
the work is efficiently carried out, nothing but satisfaction will result. 
All that remains now is to show the method by which the outside sup- 
plies are handed to the person responsible for inspection. It is essential 
that no delay or confusion arises through a consignment of parts being 
sent to the wrong person, as to obviate this, all material purchased 
from outside sources is classified and tabulated in the Purchasing 
Department in the manner shown on Fig. 1. 

The purchasing requisition is made out in triplicate, the first copy 
going to the supplier, the second retained in the Purchasing Depart- 
ment, and the third also temporarily held in the Purchasing Depart- 
ment, but filed according to the inspection classification (+.¢., tool orders 
under tool inspection, etc.). Directly advice is received that goods 
ordered on a certain requisition have been despatched, the third copy 


of that requisition is sent to the person responsible for the inspection = 
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of that particular class of work. The*goods are inspected and a report 
appended, and the copy then returned to the Purchasing Department. 
This procedure is followed even though only a part delivery is made, 
and the copy is placed on file pending advice relating to the dispatch 
of a further consignment. 


INSPECTION CLASSIFICATION. 









All raw material, , forgings, 
stam: , bar and metal. 












Millwright. 





All lampe, cables, fittings, motors | Electrician. 
and motor details. 











, Fia. 1. 
REQUISITION. 
From H. C. BLANK & CO., LTD., To Mrssgs, Brown, LID., 
56 Min. STREET, NEWCASTLE. 
LONDON. 
S Dato— June 18/20... 











Please supply the following— 











- Fia. 2 (FRONT). 
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INSPECTORS REPORT. 
Om Parts RECEIVED as PER REQUISITION OVERLEAF, 











Dres Tobe ; q eee 
Date. | Nams of Part.| "607 NO. E loaa, | Rech- i teu ee 

torn. X fsd. Pha No. | Sig. 
3/7/20 | Frames 5468 | 371 | 365 6 — |H. |6. Blowholes | 365 | W. 
sr Sc e e a 

cel Eea 
































Fig. 2 (aacr). 


The reverse side of the third copy of the purchasing requisition may 
be used by the inspector for the purpose of making his report, as shown 
on Fig. 2; and it will be seen that by this method the Purchasing 
Department is speedily aware of any circumstance arising in connection 
with goods received from outside. The whole forms a complete chain, 
from which the weak link is absent ; and in the writer’s opinion it is 
the most simple and at the same time the most effective inspection 

. system in existence, inasmuch as it makes inspection an integral part 
of the actual productive organisation. 
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Foreign Exchange 


By L. W. Onoss 


The Eastern Exchanges 


A CLASSIFICATION of the Foreign Exchanges may be made in 
several different ways and in each case be accurate according to 

the purpose for which the classification is required. The more natural 
one for commercial and financial investigation is to group them under 
the following four headings— 

1. Continent and Scandinavia ; 

2. North and South America ; 

3. Near and Middle East ; 

A. Far East. ` 


The first group would include what we know as the European 
Exchanges. The second group requires very little explanation. The 
third would cover the late Turkish Empire, the Balkans, and Persia, 
and the fourth would include India, Ceylon, the Straits Settlements, 
Japan, Siam, Dutch East Indies, Indo-China, Philippine Islands, Hong 
Kong, and Shanghai. As an alternative, the Exchanges could be 
grouped according to their mint parity, when we would find many based 
on the parity of the Latin Monetary Union, which comprises France, 
Belgium, Switzerland, Spain and Greece. It is a little surprising to 
note the number of countries whose parity is based on that of the Latin 
Monetary Union. In addition to the members of the Union, Italy, 
Finland, Roumania, Yugo-Slavia, and Bulgaria have the same parity, 
viz., 25.225. This method is hardly satisfactory, as it classifies the 
Exchanges on a mathematical basis instead of grouping by financial and 
economic affinity. It is important that a correct grouping should be 
made if one is to understand the importance and the general character 
of the movements of international finance. Every movement of an 
exchange or group of exchanges reflects the commercial, economic and 
financial condition of which it is merely an instrument, and classification 
should be along these lines. The importance of this will be seen later, 
but it is quite-clear that in any study of the foreign exchanges we should* 
get a clear perception of their general character and not treat them as 
mere mathematical expressions. The international exchanges form one 
of the most valuable barometers a merchant can have. 


Susceptible to Speculative Operations 
All experience of international finance goes to show that cegtain groups, 
of foreign exchanges move in parallel directions. For example, the 
skó : 





Foreign Exchange 


Continental exchanges will, in normaktimes, move generally for or against 
this country together, and the same with the American exchanges. The 
Eastern exchanges are subject to more subtle influences, and owing to 
their complications, are more susceptible to operation by speculators. 
When we speak of the Eastern exchanges they are generally tegarded 
as those applicable to countries in the Far East, and.it will be seen from 
the list given on page 656 that these are fairly numerous in spite of the fact 
that we do not often hear of some of them. I purpose, however, dealing 
with the three that exercise the greatest influence in Eastern trade, and 
therefore the most important-——the others to a my large extent are 
subsidiary. 

The Far Eastern exchanges are known generally as the white metal 
exchanges, and this to, a certain extent is true, but, like all general state- 
ments, it needs qualification. There are now practically only two 
exchanges that follow absolutely the price of silver, and they are those 
of Shanghai and Hong Kong. With these the exchange definitely varies 
with the world price of silver, t.¢., that of the London market. 

The three principal Eastern exchanges are those of Japan, India, and 
China. The order of these is a gradation from a pure gold standard to 
a pure silver exchange. Japan is on a gold standard basis purely and 
simply. Its currency is based on gold. India has a gold standard for 
external purposes, and an unlimited silver currency for domestic circula- 
tion, while the external and internal currency of China for commercial 
transactions is based on silver entirely, though to use the word “currency” 
in connection with the internal operations of Chima is a misnomer, as 
there is no other country in the world which has such chaotic methods 


for settling her domestic dealings. 


1.—Japan 

Japan, like all other Eastern countries, has passed through many 
phases in the development of her currency, and it was not until the passing 
of the coinage law of October, 1897, that it was definitely placed upon 
a gold basis. Previous to that, the currency was a silver standard, with 
gold in supplemental circulation. The standard coin of Japan, the 
one yen piece, contains '75 grammes of pure gold, and the Mint parity 
with sterling is therefore equivalent to 2s.-582d. Japan also has gold 
coins of 5, 10, and 20 yens, and in addition a subsidiary token coinage 
and a note issue convertible into gold on demand. 

The Japanese are a very enlightened racé, and their development 
in fmance has been very remarkable of late years. Their Central Bank 
makes provision for financmg the trade of the country very efficiently 
and the Government has encouraged the development of banking 

eby every means within its power, but at the same time the Government 
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has been careful that its assistance*should not pamper and consequently 
occasion loss of virility. In Japan there are eleven different clearing 
houses for banking, and the system is based on some of the best methods 
of European and American banking experience. 

In any review of Japanese finance one must not forget that Japan 
is an industrial country, though of course her industrial development is 
of such recent growth that it could not by any means be compared with 
the mature conditions of the Western Powers. In many things she is 
wanting, particularly in the experience of her industrial population and 
the efficiency of her working classes. She has not the wide organisation 
and experience of the commercial men of America and Europe, but she 
has made vast progress during recent years, so that in many cases she 
is an importer of raw materials and certain classes of food, and an exporter 
of manufactured goods. For example, Japan takes a considerable portion 
of the cotton crop of India and sends there certain classes of piece goods. 
Her industrial development is such that it is not possible for her to 
compete with America and the Western countries in certain kinds of 
articles, but she is able to produce a class of goods that find a ready 
market in China, India, and in some cases in Europe. Her silk industry 
is also a very large one. 


Government s Secret Subsidies 

The Government of Japan takes a very active mtereést in all that 
appertains to the commercial and financial development “of the country, 
and practises a system of secret subsidies which has a very important 
effect. These subsidies are very difficult to trace, as the Government 
give no particulars as to the persons and the trades they are subsidising. 
The recipient of the subsidy is also reticent, and this sometimes makes 
it impossible for national competitors in the same class of business to 
know whether a certain company or firm is receiving help from the 
Government. 

The fact that Japan is an industrial as well as an agricultural country 
lends a diversity to its trade that is so important from the point of view 
of a country’s exchange position, as there is not quite the same seasonal 
activity in exchange. Japan, though it has not great mineral assets, 
has vast water-power resources which are valuable to her and add to her 
potential wealth. 


How Japan's Foreign Trade is Financed 
The financing of the foreign trade of Japan is conducted on Bills of 
Exchange drawn under one of the many forms of bank credits. The 
ordinary usance of Japanese bills is three to four months, but very rarely 
longer than this, as the Eastern banks have a great dislike for the six 
months’ Bill, as their funds are by this means locked up fòr too long? 
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a period. Quite 50 per cent. of the Bills drawn in connection with 
imports to Japan contain the interest clause that is usually adopted for 
Eastern trade. The interest varies but is generally about 7 to 8 per cent., 
and runs from the date of the Bill to receipt of the money ip London. 
This interest, together with what profit the bank may make on the 
exchange goes into the cofferg of the holder of the Bill—usually an 
Eastern bank, which has discounted it. If the merchant likes to send 
his Bill for collection he may, of course, obtain the benefit of the interest 
clause, and in view of the high rate of interest obtainable this method is 
often adopted as a profitable means of investing funds that are free. 


The Japanese Exchange 

Japan conducts foreign exchange business with all the important 
centres, but her principal markets are London, Paris, New York, San 
Francisco, Hong Kong, Shanghai, Bombay and Calcutta, and before the 
war, Berlin. Previous to the war the exchange on London generally 
stood approximately at the parity figure of 24-532d., but the conditions 
that arose from the European conflict—which increased the demand for 
Japanese commodities and cut off the import of goods to that market 
from Europe—resulted in the exchange moving considerably in favour 
of Japan. At one time it rose to 3s., and to-day, 27th July, with a 
quotation of 2s. 8id., it is at a premium of 334 per cent. Japan was 
able to take advantage of the highly favourable trade conditions created 
for her to infprove her international position by buying back a large 
number of securities that she has floated on the London and the Paris 
Stock Exchanges. By this means she was able to decrease the annual 
tribute of interest to England and France. In addition, her position 
became so strong that we were able to raise a loan with the Japanese 
bankers to the extent of about £10,000,000, and Japan thus became a 
lender to Eurpoe. These factors may seem small in themselves, but they 
sometimes influence the exchange situation strongly, for a capable 
arbitrager will watch very carefully the due dates of such payment of 
interest on foreign bonds, and knowing that exchange will have to be 
bought to provide the necessary sterling in London for the coupons falling 
due, he will act accordingly. 


The Recent Financial Crisis 
The war has created in Japan a phase of over-development similar 
to that which the United States faced, but with this difference: Japan 
did not avoid the crisis, which the United States, owing to its stronger 
position and wider experience, was able to avert. Just recently there 
has been a serious development in the commercial and financial situation 
in Japan, with the result that some of the banks, the largest of which 
* is the Sevtnty-fourth Bank of Yokohama, were compelled to close their 
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‘doors and commodities were thrown bn to the market sometimes regard- 
less of price. As indicative of the pace at which Japan was moving, it 
may be stated that during the past four months of 1920 eight of the 
leading banks increased their capital from 140,000,000 yen to 320,000,000 
yen, and in spite of tightening in the money market new undertakings 
to a total of 4,445,222,000 yen were floated in January-March, 1920. 
At the end of 1914 the Bank of Japan note issue was 385,589,000 yen. 
At the end of March of this year it had increased to 1,368,100,000 yen, 
and at that date the currency of the country was three times greater than 
in March, 1919. When owing to the very high prices foreign trade began 
to move against Japan the inevitable happened. One effect of this 
was that the boycott by China of Japanese goods collapsed, as the 
reduced selling prices—compared with the prices of similar goods from 
England and America—were so much lower that the Chinese could not 
resist the temptation of the cheaper Japanese articles. 

It seems quite evident that Japan’s policy is to develop a large trade 
with its Eastern neighbours, particularly with China and India, and it is 
clear that the merchants of Europe and America will have to be 
alert to meet the strong competition that will arise from this quarter. 
Japan has taken a large bite of the trade Germany and Austria used to 
do with the East, and she will make big efforts to retain this. The 
advantage of the exchange now lies with Germany particularly, but this 
disadvantage can be overcome by resource and industry. 


(To be continued.) 
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“ Almost of necessity the tniellectual progress of the business man brings Aim into 
contact wiih the more advanced thought of: the day.” 





Table Talk on Business. Topics 


By De. ELLIS POWELL, Hditor of “ The Financial News” 


HE late Commodore Vanderbilt’s son, Cornelius, did not inherit the 
conspicuous financial ability of his parent. He failed, consequently, 
to receive as much pecuniary accommodation as, in his own opinion, he 
was entitled to. The late Horace Greeley, then editor of the New York 
Tribune, was a liberal lender to “ Young Corneel ” in these circumstances 
of temporary “tightness.” But the “ Commodore” hearing of this, 
and naturally supposing that the editor of the Tribune would finally 
look to him for reimbursement, determined to put his veto on these 
transactions. Mr. Clews tells how, marching with his ponderous form 
and heavy tread into the sanctum one day, he abruptly greeted the 
editor with the remark— 

“Mr. Greeley, I hear you are lending Corneel money.” . 

Greeley took his time to finish a line or two of a leading article, 
and then slowly answered, “ Yes, I have let him have some.” 

“Well, now, I give you notice that you needn’t look to me. I 
shan’t pay it.” 

“ Who the devil asked you?” rejoined Greeley; ‘I haven't, have 
I?” Not another word was said, and the Commodore stalked 
out. 

But now enters the daughter-in-law, to make good the argument 
that nature occasionally supplements the son’s shortcomings from the 
distaff side. “ Corneel” had made a marriage which pleased the old 
gentleman, and when he failed to get money to fit up a house, his wife 
made an attempt. 

“ How much do you want ?”’ asked the father-in-law. 

“ Ten thousand dollars,” was the reply. 

The Commodore drew his cheque and handed it to her. If he 
thought anything about it afterwards, it was probably in the expectation 
that another request of the same sort would follow. Nor was he sur- 
prised when a few weeks later “ Corneel’s”” wife again appeared in his 
office. 

“ What T ” asked the Commodore. 

“Nothing, papa; only I’ve brought back $1,500; the $10,000 
was more than I needed, and I’ve brought you what’s left.” 

It was probably the first experience of that kind which the Commodore 
had ever met with, and, whether it was shrewdness or innocence on 
the part of Mrs. Cornelius, Junior, it worked lke a charm. From 
that time forward “ nee wife” could get anything out of her 
* father-in-law. 
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An Antique Instance 


This was a modern method, evolved by a clever daughter-in-law. 
The other day I read the story of ancient legal and financial strategy, 
as practised by a thriftless but resourceful City man in 1650, within 
a few months of the fall of a king’s head upon the block at Whitehall. 
There was (let us keep to the style and spelling of the quaint seventeenth 
century original}—there was an unthrift in London, that had received of 
a Merchant certain wares, which came to fifty pounds, to pay at three 
months. But when he had it he consumed and spent it all: so that at 
the end there was not any left to pay the Merchant: Wherefore the 
Merchant arrested him. When he saw there was no other remedy, 
but either to pay the debt, or go to prison, he sent to a subtill Lawyer, 
and asked his Counsell how he might clear himself of that debt. 

“ What wilt thou give me” (quoth he) “if I do?” 

“ Five marks ” (quoth the other) “and here it is: and as soon as, 
you have done, you shall have it.” 

“Well,” said the Lawyer, “ but thou must be ruled by my counsell, 
and do thus: When thou commest before the Judge, whatsoever he 
saith unto thee, answer thou nothing, but cry Baa still, arid let me alone 
with the rest.” 

So when he came before the Judge, he said to the Debtor, “ Dost 
thou owe this Merchant so much money ? ” 

“ Baa ” (quoth he). 4 

“What, beast ? ” (quoth he) “ answer to that I aske thee.” 

“ Baa ” (quoth he again). 

“Why, how now?” quoth the Judge, “I think this fellow hath 
gotten a sheep’s tongue in his head: for he answereth in the sheep’s 
language.” 

“Why, Sir,” quoth the Lawyer, ‘do you think this Merchant that 
is so wise a man, would be so foolish, as to trust this Ideot with fifty 
pounds worth of ware, that can speak never a word? No, Sir, I 
warrant you —” 

And he persuaded the Judge to cast the Merchant in his own suit. 
And so the Judge departed, and the Court brake up. 

Then the Lawyer came to his Client, and asked him fpr his Money, 
since his promise was performed, and his debt discharged. 

“ Baa ” (quoth he). 

“ Why, thou needs’t not cry Baa any longer, but pay me my money.” 

“ Baa ” (quoth he again). 

“Why thou will not serve me so, I hope ” (quoth the Lawyer) “ now 
I have used thee so kindly?” 

But nothing but Baa could Master Lawyer get for his paines, and 
so was faine to depart with a flea in his eare, 
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The ‘‘ Baa”’ method, quite successful in its seventeenth century applica- 
tion as above, should not be tried upon a modern judge. If, for instance, 
Mr. Justice Darling were selected for the experiment he would doubtless 
(in his usual felicitous fashion) brand the rash defendant as a modern 
Baa-rabbas, and mark his judicial displeasure in no uncertain Way. 

The “Baa ” device, as a seventeenth century expedient, is conceiv- 
able, whatever our view as to tlfe veracity of the chronicler who tells the 
tale: but a modern defendant could hardly be induced to play the part 
even if he were willing to risk a sharp judicial censure. There is in 
education a something that renders the educated man disinclined to 
make a perfect fool of himself, and nowadays most‘ business men are 
educated. I have known a few conspicuous exceptions, men who 
signed with their x : but they are very rare. One of the most successful 
of the business men of the day, a millionaire two or three times over, 
possesses not a single ounce of what you may call academic knowledge, 
though he is more than abundantly endowed with mother-wit. The 
latter has made him what he is. As for the academics, hè will tell you 
that in a very stormy winter, when out-door work had become impossible, 
his father bade him, one Monday morning, begin his education. The 
beginning took the form of a trudge to a village school four miles away. 
He did the trip, and attended the school for four days. On the fifth 
the weather had moderated, and our scholar returned to the fields. 
Those four days, he will inform you, constituted the whole of the school 
education he ever received. The recipient could to-day write cheques 
for a six-figure account two or three times over, and be assured that 
they would be honoured every time. Still, this is the exception, and the 
tale is told because the exception is conspicuous. In the vast majority 
of cases one may safely affirm that your successful business man is not 
illiterate. He does mot even share the naive embarrassment which 
Lord Randolph Churchill evidenced when he indicated the decimal 
points in the Treasury statistics, with the remark that he “ never could 
understand those d——d dots.” 


Yoking Nature to the Car 

Almost of necessity the intellectual progress of the business man 
brings him into contact with the more advanced thought of the day. 
On our side of the Atlantic, as I have said before, the result is to widen 
his interests. He studies, and becomes conversant with many scientific, 
philosophical, artistic, and even theological topics outside his own proper 
sphere, thereby acquiring a catholicity of sentiment which would have 
been a veritable intellectual revolution if seen with the eyes of his father 
or grandfather. On the other side of the Atlantic the case is rather 
different, as I have seen it at close quarters while travelling as one 


* of the British delegates to the Imperial Press Conference at Ottawa. 
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Intellectual trenchancy and pushfulneéss seem mainly directed to one end, 
namely, the elimination of human physical effort for the struggle for 
existence and the work of the world. In Canada there is a most vivid 
realisation that all the work of the world can be done by the natural 
forces, if once properly harnessed, without the intervention of human 
brawn at all. And consequently all inyentiveness seems to centre on 
this one problem—how can we make the natural forces do all the work, 
while man just looks on, controls them, and reaps the harvest of their 
operations ? 


No Labour for Man 

Over and over again has my attention been called to this feature, 
as if it were the vital essence of the situation. I have seen vast masses 
of incandescent steel tossed about like pancakes, and rolled into 
symmetrical plates in a few moments. Thence I have witnessed the 
product start to undergo a succession of processes, each following hard 
upon its predecessor. But as each was completed, my cicerone pointed 
to the utter absence of human strain or effort. Electricity in this case 
did it all. Man only looked on, and occasionally intervened with direc- 
tion or modification, but in no more intimate fashion than that. Candidly 
I was greatly impressed. I could not help picturing a golden age brought 
into existence by man’s control of gigantic forces around him—he with 
nothing to do but supervise, his very breakfast brought to his bedside 
by the labour of natural forces exerted at the touch of an lectric switch. 


An Auspicious Condition 

~ At the risk of bemg over-serious in a professedly chatty section of 
this magazine, one may say that this is a wholly auspicious state of 
affairs. It is man’s effort to understand, to accept, and to realise the 
fact that he does not live by bread alone. If.he can yoke nature’s forces 
to the chariot of humanity, so as to be maintained in the means of sus- 
tentation without any exertion save that of supervision and direction, 
he will become free to direct the whole of his energies into the field of 
intellectual, moral and spiritual conquest. Here, so far, his achieve- 
ments have been limited by the necessity of providing the bread which 
perisheth, as a preliminary and a condition of subsisting ability to pursue 
the other aims. But if he can be set free from carking material cares, 
there is no limit to his attainments in the intellectual field. If the 
tendency to harness the dumb forces of nature to the chariots of humanity 
were merely unconscious or accidental it would be one of the most 
significant of all the phenomena at present within the range of human 
vision. But as the expression of a deliberate and elaborate purpose, 
I doubt if any language that could be penned would amount to an over- 
statement of its transcendent promise for the benefit of the htman race ° 
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at large. And yet they still talk of the business man as a mere grubber 
for pelf, and a mere worshipper of mammon! Instead of being open to 
that reproach, he leads the vanguard of mankind. 


The Aim, but not the End 


Whence does that misconception arise? Simply from the fact that 
because money is a prominent result of the business man’s labours, 
therefore it is presumed to be his one and only object. The more pas- 
sionate his devotion to business, the more severe and prolonged the toil 
which he imposes upon himself, the deeper do men deem his love of 
mammon. And yet, paradoxical as the assertion may seem, money is 
the secondary object with the vast majority of the men who lead the 
business world to-day. They— 


Count the race beyond the goal, 
They love the game beyond the prize. 





and they would go on playing the game (or some game similar to it) even 
if there were no money attached to it. A once-famous American mil- 
lionaire, J. R. Travers, a partner of Leonard Jerome, the father of Lady 
Randolph Churchill, stuttered out to his son a hint which goes near to 
the root of the matter. Travers was a kind and indulgent father, but 
was pleased to see his boys manifest ample pluck like himself. One of 
his boys carge home one day with a big blackened eye. 

“ W-w-w-where d-d-did you g-g-g-get th-th-that ?” inquired the 
father, anxiously. i 

“In a f-f-fight, sir,” replied the son, who had a similar impediment 
in his speech. 

“ D-d-d-did y-y-you w-w-w-whip the other f-f-fellow?” 

“ Y-y-yes, sir.” i 

“ Q-q-q-quite r-r-right. H-h-h-here’s a d-d-dollar f-f-for y-you. 
Always w-w-whip the other f-f-fellow.” 

And of course the meaning was that he should be “ whipped,” not 
because he had done anything wrong, but simply to satisfy the instinct 
of victory in his opponent. More than half the business deals of the 
world have the same inspiration behind them. 


Not a Mathematician 


This thirst for conquest is now and again overdone. An impetuous 
Americ&: trader once declared that he could make millions did he but 
have the use of $100,000. If he could obtain control of that sum he 
would pay any price for it. Twenty, thirty, forty per cent. was not an 
outside figure. A financially-minded bystander inquired how long the 


money would be wanted, and was told three years. Would the borrower . 
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pay 35 per cent. over that period? Yes, he would. Supposing he 
were asked to pay the interest in advance, would he still be willing ? 
Certainly, he would pay it out of the loan. 

“ Then I guess I do the business,” said the bystander. ‘‘ Just hand 
me a cheque for $5,000 and it’s done.” 

“What d’ye mean ? ” queried the flabbergasted borrower. 

“I just mean that I lend you $100,000 for three years at 35 per cent. 
interest payable in advance. The interest, at $35,000 a year, works out 
at $105,000. Give me your cheque for the odd $5,000 and the deal is 
done. You've had your money.” - 

Contrast that unthinking impetuosity with the lifelong “scraping ” 
of another business man. It was before the days of cash registers, and 
he distrusted the assistants whom he was forced to employ in his shop. 
Therefore he had the counters topped with zinc, so that his attention 
might be attracted every time a coin was laid upon them. His vigilance 
did the rest. That keenness, pursued thro’ a long career, added field 

. to field, for land was the only investment which this miser trusted. He 
died as wealthy as he was miserable. In his last days a sympathetic 
friend sent a Dover sole to tempt the appetite of the dying man. He 
declined to allow the fire to be lighted for cooking the fish. He ordered 
that it be placed between two plates, so that he might lie on them and 
utilise the warmth of his body to cook it. This is not fiction, but fact, 
for I knew the man. The tale is worth the telling for the sake of the lurid 
contrast which it offers with the higher ideals of life and busifiess outlined 
in the earlier paragraphs of this month’s Table Talk. 
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os To let the workers aee the plain faots for themselves is surely a sound policy.” 





Reviews 


Common Sense and Labour 


By SAMUEL Onowrnen. Price 8s. 6d. (Bir Isaac Pitman & Sons, Lid) 


Mr. CROWTHER has hit ona happy title for a book which is singularly opportune. 
It is none the worse for being very American in outlook, since we have something’ 
to learn from American individualism in industry. It is a misfortune in every way 


that so many of our disputes in English industry are due ‘to a vague uprising: 


against what is vaguely called the “ Capitalistic System.” It robs the issues af 
actuality ; there is no chance of an intelligent facing of the facts in dispute. Mr. 
Crowther blows some refreshing common sense breezes on this hot-air tendency. 
He wants some method whereby the workers might be led clearly to understand 
the facts af the issues. He gives many instances where the dissemination of 
exact knowledge as to costs and profits and interest have steadied men ‘who have: 
been led to imagine that labour received very little and that some indefinable- 
class behind the scenes was exploiting labour. There can be no doubt that some- 
such movement is desirable. It is all very pretty to talk about industrial dem 
and individual control, but whatever control there is must learn to deal wi 
business as business, to master the questions of costs and sales, and this can be 
done without in any way adopting the extreme measures which might overthrow 
the delicate fabric of credit. Some of the instances given are very remarkable, 
those in particular which describe the elaborate constitutions, with houses of 
representatives and senators, dnd even a cabinet, which have been devised in many 
American industries. To let the workers see the plain facts for themselves is 
sures 2 oo AEA There is a little t in the statement of the shift 
system on page which might mislead, and Mr. Crowther does not quite see the 
later working of the shope’ committee system in England, but he has written a. 
valuable book, and it is to be hoped that it will be widely read. 

J. Le 


Current ‘Social and Industrial Forces 
Rdited by Lonau D. pm. Price 12s. 6d. (London, Sir Isaac Pitman & Sons, Ltd.) 


Tue hardened reviewer may be forgiven a shout of joy at R EE 
which is exactly what he wants. It appears that in several American universities- 
there are courses in current thought and that these courses call upon the student 
to master the issues which are before the world. In order to provide a text-book: 
for each a conse in -hin-owiantversity, Prateator Edie has cams this remarkable: 
book. It contains extracts from all sorts of writers on economic and social subjects. 
They are chosen with very precise knowledge of their value and with a sense of 
balance which is admirable. Indeed the book forms an unrivalled conspectus of 
the principal sections of economic thought to-day. It begins with Production 
and goes on to Prices, and then to the direction of Industry, while ina 
hensive section entitled “ Proposed Plans of Action,” it covers all the schemes 
for reconstruction aes ore the world, placing each of them under a heading 
which indicates the general teary which inspires it. The extracts are from 
hisap ayee sources, from English and American books on economic theory, 

ed monthlies and bal oa on both sides of the Atlantic, from speeches 
and Government reports. e section in particular calls for special welcome and 
that is the group of articles which, from points of view, defend the status 
quo in economic theory or, at least, defend it as a basis of development. 
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* The writers laid under tribute are of all kinds. President Wilson, Mr. Arthur 
“Henderson, Mr. G. D., H. Cole, Judge Gary, Mr. J. A. Hobson, Mr. Graham Wallas, 
-Mr. Sidney Webb, Mr. Bertrand Russell, Mr. H. G. Wells, and Mr. Otto Kahn may 
be mentioned as indicating the range. In shart the book is a study of a series af 
“problems through the eyes of different experts. The student who masters it will 
mot be bewildered, but on the contrary he will be able to think intelligently for 
himself. If the book leaves one with any regret at all it is that it is rather bi 
:for the class of readers into whose hands it ought to go. The Workers’ Educati 
-Association would do well to take it into consideration for a course of study. 


J-L. 


How the New Rent Act Affects You 


By GEoran W. Bowmm, Solicitor. Price Is. 6d. net. (London: A. W. Shaw & 
Oo., Ltd., B.0.4.) 


A USEFUL little book which enables both landlord and tenant to ascertain their 
position exactly under the new Act. In addition to a helpful explanation of the 
principal alterations effected by the new legislation, the provisions of the statute 
-are reprinted in: full. 


Limited Companies 


á short réswné In popular language of their History and Advantages. By 
W. Rowiay-Repwoop, F.R.C.4., and A. Mactnrrra, F.B.0.4. Price is. net. 
(North Wales Commercial Association, Conway and Wrexham.) 


ACCURATELY described by its sub-title, this booklet does not attempt anything 
moe ambitious than the briefest description of the history of limited companies, 
followed by a full summary of the advantages of converting a private business into 
‘one working under limited liability. The booklet is addressed to the average small 
trader in North Wales, and is obviously of local rather than general interest. 


Bibliography of Industrial Efficiency and 
Factory Management 


With many Annotations and Indexes of Authors and Subjecta. By H. G. T. 
Oanwons, Borough Librarian, Finsbury. Prico ls. 6d. net. (London: George 
Routledge & Sons, Ltd.) 


Mr. Cannons has done good service in compiling this very complete guide to the 
rather astonishing mass of literature which has already co round the subject 
of scientific industrial management. The handbook is conveniently divided into 
two . The first consists of a classified and annotated index of the literature 
published in book form and in the technical journals and transactions of various 
societies relating to scientific management. This part contains upwards af 3,500 
teferences, classified under sixty-three subject headings, which cover every 
important phase of the subject, and afford an idea of the extent of its development 
during recent years The second part comprises an habetical author index. 
An alphabetical subject index has also been provided. e author may be con- 
gratulated upon the successful accomphshment of a task which evidently involved 
most severe application, and the product of which will long remain g standard , 
authority. 
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